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PART I

ITEMS 1 AND 2. BUSINESS AND PROPERTIES.

Maxus Energy Corporation ("Maxus" or the "Company") was incorporated in
Delaware in 1983 to hold the stock of various corporations, the oldest of
which was founded in 1.910. The Company, together with its subsidiaries, is an
oil and gas exploration and production company with ongoing international
activity primarily in Indonesia and Ecuador and domestic activity primarily in
the mid-continent region of the United States. Its principal executive offices
are located at 71"' North Harwood Street, Dallas, Texas 75201-6594, and its
telephone number is (214) 953-2000. In this report, the terms "Company" and
"Maxus" mean Maxus Energy Corporation, its subsidiaries and their predecessors
unless the context otherwise indicates.

On June 8, 1995, YPE1 Sociedad Anonima ("YPF"), an Argentine sociedad
anonima, completed its acquisition of all the shares of common stock ("Common
Stock") of Maxus through a merger (the "Merger") of Maxus with a YPF
subsidiary. The Merger was the consummation of transactions contemplated by a
tender offer which was commenced by YPF on March 6, 1995 for all outstanding
shares of Common Stock of the Company at $5.50 per share. As of the date
hereof, the Common Stock, all of which is owned by a subsidiary of YPF, and
the Company's $2.50 Cumulative Preferred Stock ("$2.50 Preferred Stock")
remain outstanding. On August 13, 1996, the Company redeemed all of its
outstanding $4.00 Cumulative Convertible Preferred Stock ("$4.00 Preferred
Stock"), and on January 31, 1997, the Company redeemed its remaining
outstanding $9.75 Cumulative Convertible Preferred Stock ("$9.75 Preferred
Stock").
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Effective April 1, 1995, the Company used the purchase method of accounting
to record the acquisition of the Company by YPF. In a purchase method
combination, the purchase price is allocated to acquired assets and assumed
liabilities based on their fair values at the date of acquisition. As a
result, the Company1:? assets and liabilities were revalued to reflect the
approximate $762 million cash purchase price paid by YPF to acquire the
Company. Due to the application of purchase accounting on April 1, 1995,
financial information post-Merger is not comparable to prior periods.
Therefore, financial information is presented separately for pre-Merger (year
ended December 31, 1994 and the three-month period ended March 31, 1995) and
post-Merger periods (nine months ended December 31, 1995 and year ended
December 31, 1996). The Company's sales or transfers between geographic areas
were not significant for the year ended December 31, 1994, the three months
ended March 31, 1995, the nine months ended December 31, 1995 and year ended
December 31, 1996. Operating revenues from export sales to unaffiliated
customers located outside the United States were less than 10% of the
Company's consolidated sales and operating revenues for the twelve months
ended December 31, 1994, the three months ended March 31, 1995, the nine
months ended December 31, 1995 and the year ended December 31, 1996.
Information concerning outside sales and operating profit by geographic area
for the twelve months; ended December 31, 1996 and the nine months ended
December 31, 1995 and identifiable assets by geographic area as of December
31, 1996 and 1995 is presented on pages F-41 and F-42. Information concerning
outside sales and operating profit by geographic area for the twelve months
ended December 31, 1994, and the three months ended March 31, 1995 and
identifiable assets by geographic area as of December 31, 1994 is presented on
pages F-8 and F-9 of this report.

General Reorganization

On June 18, 1996, the Company announced a reorganization which included the
sale of three of its subsidiaries holding certain Bolivian and Venezuelan
assets to YPF, the redemption of the outstanding shares of $4.00 Preferred
Stock and the transfer to a YPF subsidiary of a Maxus subsidiary that assumed
certain liabilities related to environmental matters.

Effective July 1, 1996, Maxus International Energy Company ("Seller"), a
wholly owned subsidiary of Maxus, sold all of the issued and outstanding
shares of capital stock of its wholly owned subsidiary, YPF International Ltd.
("International"), to YPF pursuant to a Stock Purchase and Sale Agreement by
and between YPF and Seller. The sole assets of International at the time of
the transaction were all of
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the issued and outstanding shares of capital stock of Maxus Bolivia, Inc.
("Maxus Bolivia"), Maxus Venezuela (C.I.) Ltd. ("Venezuela C.I.") and Maxus
Venezuela S.A. ("Venezuela S.A."). The assets of Maxus Bolivia consisted of
all of the former assets and operations of Maxus in Bolivia, including the
interests of Maxus in the Surubi Field and Secure and Caipipendi Blocks. The
assets of Venezuela C.I. and Venezuela S.A. consisted of all of the former
assets and operations of Maxus in Venezuela, except those held through Maxus
Guarapiche Ltd. ("Maxus Guarapiche"), including the interests of Maxus in the
Quiriquire Unit.

In January 1996, the Company and its partners were successful in acquiring
the highly prospective Guarapiche block in Venezuela's first auction awards
for equity production in over 20 years. Guarapiche is located on the same
trend as the five billion barrel El Furrial field in northeastern Venezuela.
In July 1996, the Company, together with its partners, paid $109 million
(approximately $2T million net to the Company) to the Venezuelan Government
for rights to explore the Guarapiche block. While not a part of the above-
described sale transaction, effective September 1, 1996, Seller sold all of
the capital stock of Maxus Guarapiche to International for $26 million which
represented the carrying amount of Maxus Guarapiche on the financial reporting
books of Seller as of August 31, 1996. Maxus Guarapiche had a 25% interest in
the Guarapiche Block.

Also as part of the general reorganization, on August 13, 1996, Maxus
redeemed all of its outstanding shares of $4.00 Preferred Stock at a price of
$!>0 per share plus accrued and unpaid dividends (approximately $221 million in
the aggregate). The excess of the redemption price over the carrying value of
the $4.00 Preferred Stock resulted in an increase in the Company's accumulated
deficit of $214 million. The Company used a portion of the proceeds from the
sale of all the issued and outstanding shares of capital stock of
International as well as an advance from YPF of approximately $56 million to
redeem the $4.00 Preferred Stock.
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As a further part of the reorganization, the Company transferred certain
liabilities related to environmental matters to Chemical Land Holdings, Inc.
("CLH"), an indirect subsidiary of YPF, effective as of August 1, 1996. In
connection with this transfer, CLH assumed (the "Assumption") the liabilities
so transferred and Y?F committed to contribute to the capital of CLH up to
$108 million, which amount will enable CLH to satisfy its obligations under
the Assumption based on the Company's reserves established in respect of the
assumed liabilities as of July 31, 1996, plus provide funding for certain
operating expenses budgeted by CLH from time to time.

Exploration and Production—International

The Company's foreign petroleum exploration, development and production
activities are subject to political and economic uncertainties, expropriation
of property and cancellation or modification of contract rights, foreign
exchange restriction!! and other risks arising out of foreign governmental
sovereignty over the areas in which the Company's operations are conducted, as
well as risks of loss in some countries due to changes in governments, civil
strife, acts of war, guerrilla activities and insurrection.

Indonesia

The Company has interests in production sharing contracts with Pertamina,
Indonesia's state oi:. company, for the exploration, development and production
of oil and gas in two primary areas in the Java Sea—Southeast Sumatra and
Northwest Java. Thes« areas accounted for 77% of the Company's total net
production of oil during 1996. The Company's working interest in the Southeast
Sumatra production sharing contract is 55.7% and in the Northwest Java
production sharing contract is 24.3%. The Company is the operator of the
Southeast Sumatra block, and Atlantic Richfield Company ("ARCO") is the
operator of the Northwest Java block.

The Indonesian production sharing contracts allow the Company to recover,
subject to available production, tangible and intangible costs of exploration,
intangible costs of production and operating costs on a current basis and
tangible costs of production generally over a seven-year period. After
recovery of those costs and fulfillment of a domestic market obligation for
oil, in 1996 the contractors received 34% of the oil produced and 79.5% of the
gas produced before Indonesian taxes, the statutory rate for which is
approximately 56%. The Southeast Sumatra and Northwest Java production sharing
contracts extend to 2:018 and 2017, respectively.
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The Company has gas: projects in both the Northwest Java and Southeast
Sumatra contract areeis. In 1992, ARCO began developing gas reserves in
Northwest Java. Production from this project, which began delivery to Jakarta
in 1993, averaged 322.2 million cubic feet per day ("mmcfpd") (gross) during
1996. In Southeast Sumatra, where the Company has certified (but not included
in its proved reserves because of an absence of a contract of sale) 300
billion cubic feet ("bcf") of gross gas reserves, the Company is negotiating
with Pertamina for domestic gas sales contracts to supply expanding West Java
markets. Although the Company cannot give any assurance that a contract will
ultimately be signed, management currently believes that these negotiations
will lead to a satisfactory gas sales contract and a profitable market for the
Company's Southeast Sumatra natural gas.

During 1996, five exploration and 22 development wells were drilled in the
Northwest Java contract area. During the year, 33.6 million barrels (gross) of
oil and 96.3 bcf (grcss) of gas were added to proved reserves. Also during
1996, the Company drilled six exploration and 25 development wells in the
Southeast Sumatra contract area which added 45.3 million barrels (gross) of
proved oil reserves. Southeast Sumatra 1996 gross production remained
essentially unchanged from 1995 production. Natural declines were offset by
new production resulting from the introduction of horizontal well technology
and use of high voluit.e electrical submersible pumps combined with an active
drilling program. Two large 3D seismic surveys were also completed in the
Southeast Sumatra block in 1996.

Reserve additions replaced 90% of the gross production of oil for the
Southeast Sumatra blcck and 90% of the gross oil and gas produced in the
Northwest Java block in 1996. The Company plans to drill nine exploration
wells in the Southeast Sumatra block and nine exploration wells in the
Northwest Java block in 1997. At the same time, the Company has increased
capital expenditures for development drilling to boost current production.
Major efforts are underway to reduce development and lifting costs and secure
operating conditions to commercialize small oil accumulations discovered in
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previous years that were formerly cons .red uneconomic.

Ecuador

The Company is the operator of and has a 35% working interest in the Block
16 project ("Block 16") in eastern Ecuador from which production began in
1994. A total of 14 wells were drilled on the Block in 1996: eight delineation
wells in the Daimi Field, four delineation wells in the Ginta Field and two
disposal wells in ths WIPS1 pad. Additionally, 20 completions and 23 workovers
were performed during 1996.

During 1996, the construction of the Southern Production Facilities
continued, with Phase I of the project being completed. These facilities are
scheduled to begin operations in July 1997 and are expected to allow a
production capacity increase from 45,000 barrels of oil per day to 65,000
barrels of oil per d.ay. During 1996, pipeline capacity available to the
Company was sufficient to transport only about 60% to 80% of the oil which the
Company was capable of producing daily in Ecuador. Due to decreased usage
during the first quarter of 1997 by PetroEcuador, the state oil company,
however, pipeline capacity has been available to transport close to 100% of
the oil which the Company is capable of producing daily. It is not known
whether this availability is temporary and, if permanent, whether it will be
adequate to accommodate the expected increased production in mid-1997.
Additionally, the Ecuadorian Government has announced its intention to solicit
bids in early 1997 for the construction of a new pipeline system and expects
completion of the pipeline within 18 to 24 months from the date of execution
of a contract. The impact, if any, which a recent change in the country's
political leadership will have on these plans to solicit such bids is not
known.

On August 10, 1996. a new administration was inaugurated in Ecuador and on
August 20, 1996, the new Energy Minister announced his intention to cancel the
Company's risk service contract unless the Company and the other members of
its consortium for Block 16 agreed to convert such contract into a production
sharing contract. On December 27, 1996, the Company and the Government entered
into a new contract effective January 1, 1997 governing Block 16. The
principal difference between the two contracts is the manner in which the
consortium's costs in Block 16 are recovered. Under the former contract, the
Company had the right to recover its investment before the Government began to
share in significant proceeds from the sale of production; under
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the new contract, the Government receives a royalty, and the Company's
recovery of its investment is out of the proceeds after deducting such
royalty. Previous administrations had signaled their dissatisfaction with the
former arrangement and in recent years a series of auditing, contract
administration and certification of new field disputes had arisen that made it
increasingly difficult to develop Block 16. The new contract also resolves
certain outstanding disputes and amends the prior agreement in various other
ways, some of which are expected to significantly improve the Company's
current and future operating costs. The Company believes that the new contract
permits the Company to go forward with the development of Block 16 and permits
it to do so on a mor« cost-effective basis, subject to the eventual permanent
increase of pipeline capacity discussed above.

The Company's program spending in Ecuador was reduced from $32 million in
1995 to $17 million :.n 1996. For 1997, the program spending will be increased
to approximately $23 million mainly due to the planned completion of Southern
Production Facilities and use of horizontal drilling in the Tivacuno Field.

Exploration and Production—Domestic

Through its wholly owned subsidiary, Midgard Energy Company ("Midgard"), the
Company currently focuses its domestic exploration and production efforts in
the Texas Panhandle and western Oklahoma where it has substantial investments
in natural gas gathering systems that are used to aggregate gas produced and
purchased by the Company for processing and resale. The Company owns and
operates one gas processing plant in the area: its Sunray plant in Moore
County, Texas. The Sunray plant, which was completed in 1993, incorporates
state-of-the-art technology, including a cold box for extraction of helium. It
can process approximately 200 mmcfpd at peak operation and, as of February 1,
1997, was processing approximately 180 mmcfpd. In December 1996, the Company
shut down its gas processing plant in Roger Mills County, Oklahoma, and gas
previously processed by that plant is currently being processed at a third
party facility. While it has made no decision to reactivate the Roger Mills
plant, the Company i:; evaluating alternatives to relocate the Roger Mills
plant to a more strategic location in the Texas Panhandle during 1997.
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In 1996, Midgard csntinued an aggressive drilling program on its Mid-
continent properties, drilling and completing 109 wells compared to 81 wells
in 1995. Production for 1996 rose 12% over 1995 rates to an average of 145
mmcfpd and year-end reserves increased 22* from December 31, 1995 to 724 bcf
equivalent. Midgard replaced 330% of production during the year at a cost of
$0.34 per thousand cubic feet ("mcf") equivalent and, as compared to 1995,
reduced unit production costs by 12% and unit gathering costs by 6%.

For 1997, Midgard1.5 development plans include the continuation of its in-
fill drilling program at a level comparable to 1996 and efforts to maximize
processed volumes through gathering systems upgrades. Additionally, Midgard
expects to pursue strategic acquisition opportunities in the gathering,
processing and producing properties sectors, while drilling a portfolio of
higher risk and highcjr potential exploration wells to complement its lower
risk in-fill and extension drilling program.

Midgard has signed a letter of intent with Amoco Production Company
concerning the establishment of a partnership with regard to its business and
assets. The objective of the partnership is lowering unit costs, creating
economies of scale and improving marketing leverage. Establishment of the
partnership is subject to execution of definitive agreements and efforts in
that regard are currently proceeding.

5
<PAGE>

Oil and Gas Operations

Average sales prices and production costs of crude oil and natural gas
produced by geographic area for the three months ended March 31, 1995, the
nine months ended December 31, 1995 and the year ended December 31, 1996 were
as follows:

<TABLE>
<CAPTION>

YEAR ENDED
DECEMBER 31,

1996

NINE MONTHS
ENDED

DECEMBER 31,
1995

THREE MONTHS
ENDED

MARCH 31,
1995

YEAR ENDED
DECEMBER 31,

1994

United States
Average Sales Price
Crude Oil (per barrel)...
Natural Gas Liquids (per
barrel)
Natural Gas Sold (per
mcf)(a)
Natural Gas Produced (per
mcf)(b)
Average Production Cost
(per barrel)(c)

Indonesia
Average Sales Price
Crude Oil (per barrel)...
Natural Gas Liquids (per
barrel)
Natural Gas Sold (per
mcf)(a)
Natural Gas Produced (per
mcf)(b)
Average Production Cost
(per barrel) (c)

South America
Average Sales Price
Crude Oil (per barrel)...
Average Production Cost
(per barrel)(c)

</TABLE>

$19.23

$11.94

$ 1.83

$ 2.31

$ 3.46

$20.32

$14.49

$ 2.65

$ 2.65

$ 7.01

$15.81

$ 4.72

$16.29

$10.42

$ 1.54

$ 1.97

$ 3.39

$17.01

$14.33

$ 2.62

$ 2.64

$ 6.44

$12.79

$ 6.30

$16.07

$10.27

$ 1.42

$ 1.89

$ 3.74

$17.54

$19.19

$ 2.65

$ 2.73

$ 7.42

$12.58

$ 8.99

$13.89

$10.02

$ 1.89

$ 2.10

$ 3.37

$15.61

$ 9.42

$ 2.24

$ 2.53

$ 6.18

$12.58

$ 9.36

(a) The average natural gas price for sales volumes is calculated by dividing
the total net sales value for all natural gas sold by the Company,
including residue gas remaining after the removal of natural gas liquids,
by the annual natural gas sales volume.

(b) The average natural gas price for produced volumes is calculated by
dividing the total net value received from the sale of natural gas and
natural gas liquids produced by the Company by the annual natural gas
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production volume.

(c) Production or lifting cost is exclusive of depreciation and depletion
applicable to capitalized lease acquisition, exploration and development
expenditures. Average production costs are calculated by dividing total
operating costs by the sum of crude oil and equivalent barrels of oil for
natural gas production. Gas volumes produced were converted to equivalent
barrels of crude oil by dividing the racf volume by six. Six mcf of gas
have approximately the heating value of one barrel of crude oil.

The Company periodically hedges against the effects of fluctuations in the
prices of natural ga;> through price swap agreements and futures contracts.
During 1996, a hedging program covered an average of 60% of the Company's
United States natura".. gas production and 35% of its United States natural gas
liquids sales. The Company anticipates hedging approximately 85% of its United
States natural gas production and 40% of its United States natural gas liquids
sales during 1997.

Information regarding the Company's oil and gas producing activities for the
periods indicated is set forth on pages F-27 through F-31 and F-66 through F-
69 of this report. The Company's estimates of its net interests in proved
reserves at December 31, 1996 are based upon records regularly prepared and
maintained by its engineers. In 1996, the Company filed estimates of certain
of its proved reserves of crude oil and natural gas in the United States at
December 31, 1995 with the United States Department of Energy. The total
reserve estimates included therein do not differ by more than 5% from the
total reserve estimates for the comparable period for the same reserves
included in the Company's filings with the Securities and Exchange Commission.
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The following table shows the Company's average daily sales and net
production (after deducting royalty and operating interests of others)
geographic area for the periods presented.

by

<TABLE>
<CAPTION>

NINE MONTHS THREE MONTHS
YEAR ENDED ENDED ENDED YEAR ENDED
DECEMBER 31, DECEMBER 31, MARCH 31, DECEMBER 31,

1996 1995 1995 1994

United States
Average Daily Production
Crude Oil (m barrels)....
Natural Gas (mracf)[a)....
Average Daily Sales
Natural Gas Liquid:; (m
barrels)
Natural Gas (ramcf) !b). . . .

Indonesia
Average Daily Production
Crude Oil (m barrels)....
Average Daily Sales
Natural Gas Liquids (m
barrels)

Natural Gas (rnmcf) <!b) . . . .
South America
Average Daily Production
Crude Oil (m barrels)....
Average Daily Sales
Crude Oil (m barrels)....

</TABLE>

1.2
145

9.9
116

43.6

2.3
69

11.9

14.1

1.1
130

8.7
104

53.0

1.7
61

12.4

10.4

1.0
125

8.8
98

52.0

0.9
40

8.5

6.9

2.4
156

8.2
131

59.3

2.1
44

4.6

5.2

(a) Reflects the aveirage amount of daily wellhead production.

(b) Average daily sai.es volumes for natural gas production, reduced, in those
cases where the gas is processed for extraction of natural gas liquids, by
the shrinkage resulting therefrom.

In addition to gathering and processing a substantial part of the Company's
own natural gas, the Company purchases natural gas in the Texas Panhandle and
western Oklahoma for resale. The majority of this natural gas is processed
through the Company's processing facility. The table below reflects the
average daily sales and average sales prices received for such purchased
natural gas and the natural gas liquids extracted in processing for the
periods presented.



<TABLE>
<CAPTION>

NINE MONTHS THREE MONTHS
YEAR ENDED ENDED ENDED YEAR ENDED
DECEMBER 31, DECEMBER 31, MARCH 31, DECEMBER 31,

1996 1995 1995 1994

Average Sales Price
Natural Gas Liquids (per
barrel) $14.70 $10.57 $10.48 $10.12
Natural Gas (per m:f) $ 2.19 $ 1.42 $ 1.49 $ 1.90

Average Daily Sales
Natural Gas Liquids (ra
barrels) 8.6 8.9 9.6 9.7
Natural Gas (mmcf) 66 68 69 144

</TABLE>
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The following tables set forth information regarding the Company's wells and
leasehold acres. "Gross" wells or acres are the total number of wells or acres
in which the Company owns any interest. "Net" wells or acres are the sum of
the fractional working interests the Company owns in gross wells or acres.
"Productive" wells ace either producing wells or wells capable of commercial
production although currently shut-in. One or more completions ("multiple
completions") in the same bore hole are counted as one well.

At December 31, 1996, total gross and net productive oil and gas wells,
including multiple completions, by geographic area were as follows:

<TABLE>
<CAPTION>

HELLS

OIL GAS

GROSS NET GROSS NET

Oil and Gas Wells
United States...
Indonesia
South America...

329 229.1 1,547 1,187.6
770300.2 10 2.4
33 11.6 0 0.0

Total 1,132 540.9 1,557 1,190.0
Multiple Completions
United States 0 0.0 31 14.7
Indonesia 93 22.6 0 0.0

Total.
<:/TABLE>

93 22.6 31 14.7

At December 31, 1996, total gross and net developed and undeveloped acreage
by geographic area was as follows:

<TABLE>
<CAPTION>

UNITED SOUTH OTHER
STATES INDONESIA AMERICA FOREIGN

Gross Acres
Developed Acres. 557,717 143,738 5,160 0
Undeveloped Acres. 310,141 7,027,662 506,137 971,587

Total 867,858 7,171,400 511,297 971,587
Net Acres
Developed Acres 469,612 54,254 1,806 0
Undeveloped Acres. 176,242 2,543,306 177,148 582,952

Total 645,854 2,597,560 178,954 582,952
</TABLE>
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Exploration and Development Activitie

Drilling activities of the Company for each year in the three-year period
ended December 31, 1!)96 are summarized by geographic area in the following
table:

<TABLE>
<CAPTION>

FOR THE YEAR ENDED
DECEMBER 31,

1996 1995 1994

<S> <C> <C> <C>
Gross wells drilled(*)
United States
Exploratory
Oil 0 0 0
Gas 0 0 1
Dry 0 2 6

Total 0 2 7
Development
Oil 8 3 2
Gas 96 13 44
D r y 5 5 4

Total 109 81 50
Indonesia
Exploratory
Oil 1 0 3
Gas 0 0 0
Dry 10 12 7

Total 11 12 10
Development
Oil 45 35 38
Gas 4 0 1
D r y 1 2 2

Total 50 37 41
South America
Exploratory
Oil 4 1 1
Gas 0 0 0
Dry 0 1 0

Total 4 2 1
Development
Oil 16 17 13
Gas 0 0 0
Dry 0 0 0

Total 16 17 13
Other Foreign
Exploratory
O i l 0 0 0
Gas 0 0 0
Dry 1 3 0

Total 1 3 0
<:/TABLE>
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<TABLE>
<CAPTION>

FOR THE YEAR ENDED
DECEMBER 31,

1996 1995 1994

Development
Oil
Gas
Dry



Total 0 0
Net Wells Drilled*
United States
Exploratory
Oil 0.0 0.0 0.0
Gas 0.0 0.0 1.0
Dry 0.0 1.5 3.5

Total 0.0 1.5 4.5
Development
Oil 7.9 3.0 0.2
Gas 89.4 65.7 22.1
Dry 5.0 5.0 1.6

Total 102.3 73.7 23.9
Indonesia
Exploratory
Oil 0.6 0.0 0.7
Gas 0.0 0.0 0.0
Dry 4.3 6.4 3.3

Total 4.9 6.4 4.0
Development
Oil 20.0 14.5 17.1
Gas 1.0 0.0 0.2
Dry 0.6 1.1 0.5

Total 21.6 15.6 17.8
South America
Exploratory
Oil 1.4 0.4 0.4
Gas 0.0 0.0 0.0
Dry 0.0 0.6 0.0

Total 1.4 1.0 0.4
Development
Oil 5.6 7.2 4.6
Gas 0.0 0.0 0.0
Dry 0.0 0.0 0.0

Total 5.6 7.2 4.6
Other Foreign
Exploratory
Oil 0.0 0.0 0.0
Gas 0.0 0.0 0.0
Dry 1.0 2.6 0.0

Total 1.0 2.6 0.0
</TABLE>

10
<PAGE>

<TABLE>
<CAPTION>

FOR THE YEAR ENDED
DECEMBER 31,

1996 1995 1994

Development
Oil
Gas
Dry

0.0
0.0
0.0

0.0
0.0
0.0

0.0
0.0
0.0

Total.
</TABLE>

0.0 0.0 0.0

* "Gross" wells mear.s all wells in which the Company has an interest. "Net"
wells means gross wells after deducting interests of others.

At December 31, 19£6, the Company was participating in the drilling of 7
gross and 6.3 net wells in the United States, 4 gross and 1.6 net wells in
Indonesia and 3 gross and 1.5 net wells in areas outside the United States
other than Indonesia.

Page 10 of 146

Competition and Markets
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The primary markets for the Company .ndonesian oil production are the

Pacific Rim countries, including Japan, China and Indonesia. The continued
increasing environmental consciousness of this region has resulted in premium
prices for low sulfur oil such as that produced from the Southeast Sumatra and
Northwest Java areas. The Company has ongoing business relationships with
government oil companies, utilities, refiners and trading companies which are
expected to continue to facilitate sales in this area.

The Company believes the long-term potential for natural gas demand growth
in North America remains positive for several reasons. Chief among these
reasons are the environmental advantages of natural gas relative to other
energy sources, opportunities for natural gas as a result of the deregulation
of the electrical generating industry and natural gas1 favorable position with
regard to the anticipated decommission of a number of nuclear power plants.
Natural gas prices, however, remained volatile during 1996, especially during
the first and fourth quarters. Cold winter weather coupled with low storage
levels contributed to regional price imbalances.

The Company's domestic natural gas reserve base and production is
concentrated in its Mid-continent division (Midgard), which encompasses
Anadarko Basin production in the Texas Panhandle and western Oklahoma areas.
The Company's Sunray gas plant is located in Moore County, Texas and is
directly connected to three major interstate pipelines. This multiple pipeline
access provides the Company with the ability to maximize the value of natural
gas from this plant.

During 1996, the Company elected to decrease emphasis on its national
natural gas marketing efforts to local distribution companies, industrial
customers and utility companies due to the decline in value associated with
the services demanded by these markets and the increased cost and investment
required in providing those services. The Company has instead elected to
pursue an arrangement to sell a portion of its gas to a larger natural gas
marketing concern at a price competitive with prices received in direct
marketing without the cost and investment associated with direct marketing.
The Company continue;; to emphasize its natural gas sales for agricultural
purposes and for supply to local area markets. Approximately 15% of the
Company's natural gaa sales in 1996 were made directly to local gas
distribution companies and industrial and agricultural users through term
contracts, and the remaining 85% was sold on the spot market.

The Company sells crude oil, natural gas and natural gas liquids to an
assortment of customers including refinery, industrial and agricultural type
customers. Oil and gas are commodities and the Company's production represents
only a small fraction of the total market for these products. As a result, the
prices the Company receives depend primarily on the relative balance between
supply and demand for these products.

The world oil market continues to be subject to uncertainty. World crude
supplies during 1996 were tighter than most analysts had predicted and
consequently prices were higher. The Iraqi "oil for food" sales were
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repeatedly delayed and non-OECD demand was consistently underestimated. The
prospect of Iraqi sales depressed the medium term futures prices relative to
the short term, discouraging refiners from holding inventory. The lack of
inventory, in turn, contributed to increased price volatility. Limited Iraqi
sales returned in December 1996 and North Sea production is currently at
record high levels, prices declined during the first quarter of 1997 and are
expected to continue to be volatile in the near future.

Health, Safety and Environmental Controls

Federal, state and local laws and regulations relating to health and
environmental quality in the United States, as well as environmental laws and
regulations of other countries in which the Company operates, affect nearly
all of the operations of the Company. These laws and regulations set various
standards regulating certain aspects of health and environmental quality,
provide for penalties and other liabilities for the violation of such
standards and establish in certain circumstances remedial obligations. In
addition, especially stringent measures and special provisions may be
appropriate or required in environmentally sensitive foreign areas of
operation, such as those in Ecuador.

Many of the Company's United States operations are subject to requirements
oE the Safe Drinking Water Act, the Clean Water Act, the Clean Air Act (as
amended in 1990), the Occupational Safety and Health Act, the Comprehensive
Environmental Response, Compensation and Liability Act of 1980, as amended
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("CERCLA"), and other federal, as well j state, laws. Such laws address,
among other things, limits on the discharge of wastes associated with oil and
gas operations, investigation and clean-up of hazardous substances, and
workplace safety and health. In addition, these laws typically require
compliance with associated regulations and permits and provide for the
imposition of penalties for noncompliance. The Clean Air Act Amendments of
.1.990 may benefit the Company's business by increasing the demand for natural
gas as a clean fuel. CERCLA imposes retroactive liability upon certain parties
for the response costs associated with cleaning up old hazardous substance
sites. CERCLA liability to the Government is joint and several. CERCLA allows
authorized trustees to seek recovery of natural resource damages from
potentially responsible parties. CERCLA also grants the Government the
authority to require potentially responsible parties to implement interim
remedies to abate an imminent and substantial endangerment to the environment.

The Company believes that its policies and procedures in the area of
pollution control, product safety and occupational health are adequate to
prevent unreasonable risk of environmental and other damage, and of resulting
financial liability, in connection with its business. Some risk of
environmental and other damage is, however, inherent in particular operations
of the Company and, AS discussed below, the Company has certain potential
liabilities associated with former operations. The Company cannot predict what
environmental legislation or regulations will be enacted in the future or how
existing or future laws or regulations will be administered or enforced.
Compliance with more stringent laws or regulations, as well as more vigorous
enforcement policies of the regulatory agencies, could in the future require
material expenditure;? by the Company for the installation and operation of
systems and equipment for remedial measures and in certain other respects.
Such potential expenditures cannot be reasonably estimated.

In connection with the sale of the Company's former chemical subsidiary,
Diamond Shamrock Chemicals Company ("Chemicals"), to Occidental Petroleum
Corporation ("Occidental") in 1986, the Company agreed to indemnify Chemicals
and Occidental from <md against certain liabilities relating to the business
or activities of Cheiaicals prior to the September 4, 1986 closing date (the
"Closing Date"), including certain environmental liabilities relating to
certain chemical plants and waste disposal sites used by Chemicals prior to
the Closing Date.

In addition, the Company agreed to indemnify Chemicals and Occidental for
50% of certain environmental costs incurred by Chemicals for which notice is
given to the Company within 10 years after the Closing Date on projects
involving remedial activities relating to chemical plant sites or other
property used in the conduct of the business of Chemicals as of the Closing
Date and for any period of time following the Closing Date, with the Company's
aggregate exposure for this cost sharing being limited to $75 million. The
total expended by the Company under this cost sharing arrangement was about
$42 million as of December 31, 1996. Occidental
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Chemical Corporation ("OxyChem"), a subsidiary of Occidental, and Henkel
Corporation ("Henkel"), an assignee of certain of Occidental's rights and
obligations, filed a declaratory judgment action in Texas state court with
respect to the Company's agreement in this regard. The lower court found in
favor of Occidental a.nd Henkel, and the Company has appealed the judgment.
(See "Item 3. Legal Proceedings".)

In connection with the spin-off of Diamond Shamrock RSM, Inc., now known as
Ultramar Diamond Shamrock Corporation ("DSI"), in 1987, the Company and DSI
agreed to share the costs of losses (other than product liability) relating to
businesses disposed of prior to the spin-off, including Chemicals. Pursuant to
this cost-sharing agreement, the Company bore the first $75 million of such
costs and DSI bore the next $37.5 million. Thereafter, such ongoing costs were
borne one-third by DSI and two-thirds by the Company until DSI had borne an
additional $47.5 million. As of December 31, 1996, DSI had fulfilled its
remaining responsibility under the cost-sharing arrangement, and it has no
further obligation thereunder.

During 1996, the Ccmpany spent $8 million in environmental related
expenditures in its cil and gas operations. Expenditures for 1997 are expected
to be approximately $13 million.

For the seven months ended July 31, 1996, the Company's total expenditures
for environmental coitpliance for disposed of businesses, including Chemicals,
were approximately $13 million, $5 million of which was recovered from DSI
under the above described cost-sharing arrangement.
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At December 31, 1996, reserves for v. environmental contingencies discussed

herein totaled $101.6 million. Management believes it has adequately reserved
for all environmental contingencies which are probable and can be reasonably
estimated; however, changes in circumstances could result in changes,
including additions, to such reserves in the future.

The Company transferred certain liabilities related to environmental matters
to CLH effective as of August 1, 1996. In connection with this transfer, CLH
assumed (the "Assumption") the liabilities so transferred and YPF committed to
contribute capital to CLH up to an amount of $106.9 million that will enable
CLH to satisfy its obligations under the Assumption based on the Company's
reserves established in respect of the assumed liabilities as of July 31, 1996
plus certain operating expenses budgeted by CLH from time to time. YPF will
not be obligated to contribute capital to CLH beyond the amount of its initial
undertaking. The Company will remain responsible for any obligations assumed
by CLH in the event 3LH does not perform or fulfill such obligations. The
environmental contingencies discussed herein and the declaratory judgment
action filed by OxyCdem and Henkel are among the matters for which CLH has
assumed responsibility, and the Company transferred to CLH its then remaining
rights to recover costs under the arrangement with DSI. The contribution
obligation of YPF related to the Assumption was reflected on the Company's
financial statements as a long-term and short-term funding guarantee from
parent totaling $106.9 million, an increase to deferred income taxes of $37.4
million and an increase to paid-in capital of $69.5 million. At December 31,
1996, the outstanding funding guarantee totaled $102.6 million. Insofar as CLH
has assumed the Company's environmental liabilities and YPF has committed to
pay for the liabilities, such liabilities are not expected to have an adverse
impact on the financial reporting books of the Company.

The insurance companies that wrote Chemicals' and the Company's primary and
excess insurance during the relevant periods have to date refused to provide
coverage for most of Chemicals' or the Company's cost of the personal injury
and property damage claims related to environmental claims, including remedial
activities at chemical plant sites and disposal sites. In two actions filed in
New Jersey state court, the Company has been conducting litigation against all
of these insurers foi: declaratory judgments that it is entitled to coverage
for certain of these claims. In 1989, the trial judge in one of the New Jersey
actions ruled that there is no insurance coverage with respect to the claims
related to the Newark plant (discussed below). The trial court's decision was
upheld on appeal and that action is now ended. The other suit, which is
pending, covers disputes with respect to insurance coverage related to certain
other environmental matters. The Company has entered into settlement
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agreements with certain of the insurers in this second suit, the terms of
which are required to be held confidential. The Company also is engaged in
settlement discussions with other defendant insurers; however, there can be no
assurance that such discussions will result in settlements with such other
insurers.

Newark, New Jersey. A consent decree, previously agreed upon by the U.S.
Environmental Protection Agency (the "EPA"), the New Jersey Department of
Environmental Protection and Energy (the "DEP") and Occidental, as successor
to Chemicals, was entered in 1990 by the United States District Court of New
Jersey and requires implementation of a remedial action plan at Chemicals'
former Newark, New Jersey agricultural chemicals plant. Engineering for such
plan, which will include an engineering estimate of the cost of construction,
is progressing. Construction is expected to begin in late 1997 or in 1998,
cost approximately $23 million and take three to four years to complete. The
work is being supervised and paid for by CLH on behalf of the Company pursuant
to the Assumption and under the Company's above described indemnification
obligation to Occidental. The Company has reserved the estimated costs of
performing the remedial action plan and required ongoing maintenance costs.

Studies have indicated that sediments of the Newark Bay watershed, including
the Passaic River adjacent to the plant, are contaminated with hazardous
chemicals from many sources. These studies suggest that the older and more
contaminated sediments located adjacent to the Newark plant generally are
buried under more recent sediment deposits. The Company, on behalf of
Occidental, negotiated an agreement with the EPA under which CLH, on the
Company's behalf, is conducting further testing and studies to characterize
contaminated sediment and biota in a six-mile portion of the Passaic River
near the plant site. The stability of the sediments in the entire six-mile
portion of the Passaic River study area is also being examined as a part of
CLH's studies. The Company currently expects the testing and studies to be
completed in 1999 and cost from $4 million to $6 million after December 31,
1996. The Company has reserved for the amount of its estimate of the remaining
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costs to be incurred in performing the studies. The Company and later CLH
have been conducting similar studies under their own auspices for several
years. Until these studies are completed and evaluated, the Company cannot
reasonably forecast what regulatory program, if any, will be proposed for the
Passaic River or the Newark Bay watershed and therefore cannot estimate what
additional costs, if any, will be required to be incurred. However, it is
possible that additional work, including interim remedial measures, may be
ordered with respect to the Passaic River.

Hudson County, New Jersey. Until 1972, Chemicals operated a chromium ore
processing plant at Kearny, New Jersey. According to the DEP, wastes from
these ore processing operations were used as fill material at a number of
sites in and near Hudson County.

As a result of negotiations between the Company (on behalf of Occidental)
and the DEP, Occidental signed an administrative consent order with the DEP in
1990 for investigation and remediation work at certain chromite ore residue
sites in Kearny and Becaucus, New Jersey. The work is presently being
performed by CLH on behalf of the Company and Occidental, and CLH is funding
Occidental's share of the cost of investigation and remediation of these
sites. The Company is currently providing financial assurance for performance
of the work in the form of a self-guarantee in the amount of $20 million
subject to the Company's continuing ability to satisfy certain financial tests
specified by the State. This financial assurance may be reduced with the
approval of the DEP following any annual cost review. While the Company and
CLH have participated in the cost of studies and CLH is implementing interim
remedial actions and conducting remedial investigations and feasibility
studies, the ultimate cost of remediation is uncertain. The Company
anticipates CLH will submit its remedial investigation and feasibility study
report to the DEP in 1997. The results of the DEP's review of this report
could increase the cost of any further remediation that may be required. The
Company has reserved its best estimate of the remaining cost to perform the
investigations and remedial work as being approximately $47 million at
December 31, 1996. In addition, the DEP has indicated that it expects
Occidental and the Company to participate with the other chromium
manufacturers in the funding of certain remedial activities with respect to a
number of so-called "orphan" chrome sites located in Hudson County, New
Jersey. Occidental and the Company have declined participation as to those
sites for which there: is no evidence of the presence of residue generated by
Chemicals. The Governor of New Jersey issued an Executive Order requiring
state agencies to provide specific justification for any state requirements
more stringent than federal requirements. The DEP has indicated that it
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may be revising its soil action level upwards towards the higher soil
screening levels proposed by the EPA in 1994.

Painesville, Ohio. From about 1912 through 1976, Chemicals operated
manufacturing facilities in Painesville, Ohio. The operations over the years
involved several discrete but contiguous plant sites over an area of about
1,300 acres. The primary area of concern historically has been Chemicals'
former chromite ore processing plant (the "Chrome Plant"). For many years, the
site of the Chrome Plant has been under the administrative control of the EPA
pursuant to an administrative consent order under which Chemicals is required
to maintain a clay cap over the site and to conduct certain ground water and
surface water monitoring. Many other sites have previously been clay-capped
and one specific site, which was a waste disposal site from the mid-1960s
until the 1970s, has been encapsulated and is being controlled and monitored.
In 1995, the Ohio Environmental Protection Agency (the "OEPA") issued its
Directors' Final Findings and Order (the "Director's Order") by consent
ordering that a remedial investigation and feasibility study (the "RIFS") be
conducted at the former Painesville plant area. The Company has agreed to
participate in the RIFS as required by the Director's Order. It is estimated
that the total cost of performing the RIFS will be $5 million to $8 million
over the next three years. In spite of the many remedial, maintenance and
monitoring activities performed, the former Painesville plant site has been
proposed for listing on the National Priority List under CERCLA; however, the
EPA has stated that the site will not be listed so long as it is
satisfactorily addressed pursuant to the Director's Order and OEPA's programs.
The Company has reserved for the amount of its estimated share of the cost to
perform the RIFS. The scope and nature of any further investigation or
remediation that may be required cannot be determined at this time; however,
as the RIFS progresses, the Company will continuously assess the condition of
the Painesville plant site and make any changes, including additions, to its
reserve as may be required. The Company's obligations regarding the Chrome
Plant described above have been assumed by CLH pursuant to the Assumption.
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Other Former Plant Sites. Environmei remediation programs are in place at

all other former plant sites where material remediation is required in the
opinion of the Company. Former plant sites where remediation has been
completed are being maintained and monitored to insure continued compliance
with applicable laws and regulatory programs. The Company has reserved for its
estimated costs related to these sites, none of which individually is
itiaterial.

Third Party Sites. Chemicals has also been designated as a potentially
responsible party ("PRP") by the EPA under CERCLA with respect to a number of
third party sites, primarily off of Chemicals' properties, where hazardous
substances from Chemicals' plant operations allegedly were disposed of or have
come to be located, numerous PRPs have been named at substantially all of
these sites. At several of these, Chemicals has no known exposure. Although
PRPs are almost always jointly and severally liable for the cost of
investigations, cleanups and other response costs, each has the right of
contribution from other PRPs and, as a practical matter, cost sharing by PRPs
is usually effected by agreement among them. Accordingly, the ultimate cost of
these sites and Chemicals' share of the costs thereof cannot be estimated at
this time, but are not expected to be material except possibly as a result of
the matters described below. The matters described below are among those for
which CLH has assumed responsibility under the Assumption.

1. Fields Brook; Ashtabula, Ohio. At the time that Chemicals was sold to
Occidental, Chemicals! operated a chemical plant at Ashtabula, Ohio which is
adjacent to Fields Brook. Occidental has continued to operate the Ashtabula
plant. In 1986, Chemicals was formally notified by the EPA that it was a PRP
for the Fields Brook site. The site is defined as Fields Brook, its
tributaries and surrounding areas within the Fields Brook watershed. At least
15 other parties are presently considered to be financially responsible PRPs.
In 1986, the EPA estimated the cost of sediment remediation at the site would
be $48 million. The PRPs, including Occidental, have developed an allocation
agreement for sharing the costs of the work in Fields Brook ordered by the
EPA. Under the allocation, the Occidental share for Chemicals' ownership of
the Ashtabula plant would be about five percent of the total, assuming all
viable PRPs were to participate.
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In 1990, the OEPA, as state trustee for natural resources under CERCLA,
advised previously identified PRPs, including Chemicals, that the OEPA
intended to conduct a Natural Resource Damage Assessment of the Fields Brook
site to calculate a monetary value for injury to surface water, groundwater,
air, and biological and geological resources at the site. Also, although
Fields Brook empties into the Ashtabula River which flows into Lake Erie, it
is not known to what extent, if any, the EPA will propose remedial action
beyond Fields Brook for which the Fields Brook PRPs might be asked to bear
some share of the costs. Until all preliminary studies and necessary
governmental actions have been completed and negotiated or judicial
allocations have been made, it is not possible for the Company to estimate
what the response co:;ts, response activities or natural resource damages, if
any, may be for Fields Brook or related areas, the parties responsible
therefore or theur respective shares.

It is the Company's position that costs attributable to the Ashtabula plant
fall under the Company's above-described cost sharing arrangement with
Occidental under which the Company bears one-half of certain costs up to an
aggregate dollar cap. Occidental, however, has contended that it is entitled
to full indemnification from the Company for such costs, and the outcome of
this dispute cannot be predicted. The Company has reserved its estimate of its
share of potential cleanup costs based on the assumption that this site falls
under the Occidental cost sharing arrangement.

2. SCP/Carlstadt Site; Carlstadt, New Jersey. Chemicals' share of
remediation costs at this CERCLA site would be approximately one percent,
based on relative volume of waste shipped to the site. An interim remedy has
now been implemented at the site by the PRPs but no estimate can be made at
this time of ultimate; costs of remediation which may extend to certain off-
site locations.

3. Chemical Control Site; Elizabeth, New Jersey. The PRPs and the EPA have
settled the federal claims for cost recovery and site remediation, and
remediation is now complete. The DEP has demanded of PRPs (including
Chemicals) reimbursenent of the DEP's alleged $34 million (including interest
through December 31, 1995) in past costs for its partial cleanup of this site.
Based on the previous allocation formula, it is expected that Chemicals' share
of any money paid to the DEP for its claim would be approximately two percent.



Page 16 of 146
The Company has fully reserved its esi. .ted liability for this site.

Employees

As of December 31, 1996, the Company had approximately 2,027 employees.

ITEM 3. LEGAL PROCEEDINGS.

In 1995, OxyChem filed suit in Texas state court seeking a declaration of
certain of the parties' rights and obligations under the sales agreement
pursuant to which th« Company sold Chemicals to Occidental. Henkel joined in
said lawsuit as a plaintiff in January 1996. Specifically, OxyChem and Henkel
are seeking a declaration that the Company is required to indemnify them for
50% of certain environmental costs incurred on projects involving remedial
activities relating to chemical plant sites or other property used in
connection with the business of Chemicals on the Closing Date which relate to,
result from or arise out of conditions, events or circumstances discovered by
OxyChem or Henkel and as to which the Company is provided written notice by
OxyChem or Henkel pr:tor to the expiration of ten years following the Closing
Date, irrespective of when OxyChem or Henkel incurs and gives notice of such
costs, subject to an aggregate $75 million cap. The court denied the Company's
motion for summary judgment and granted OxyChem's and Henkel's joint motion
for summary judgment, thereby granting OxyChem and Henkel the declaration they
sought. The Company believes the court's orders are erroneous and has
appealed.

The Company has established reserves based on its 50% share of remaining
costs expected to be paid or incurred by OxyChem and Henkel prior to September
4, 1996, the tenth anniversary of the Closing Date. As of December 31, 1996,
the Company and CLH on its behalf had paid OxyChem and Henkel a total of
approximately $42 miMion against the $75 million cap and, based on OxyChem1 s
and Henkel's historical annual expenditures,
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the Company had approximately $4 million reserved. The Company cannot predict
with any certainty what portion of the approximately $29 million unreserved
portion of the $33 million amount remaining at December 31, 1996, OxyChem and
Henkel may incur; however, OxyChem and Henkel have asserted in court that the
entire amount will be spent. In the event that the Company does not prevail in
its appeal, it could be required to pay up to approximately $29 million in
additional costs which have not been reserved related to this indemnification.
CLH has assumed, pursuant to the Assumption, responsibility for this
litigation.

See also the heading "Health, Safety and Environmental Controls" under
"Items 1 and 2. Business and Properties" of this report for a description of
certain other legal proceedings, which description is incorporated herein by
reference.

The Company is involved in various other legal proceedings incidental to its
business, the outcome: of any of which should not have a material adverse
effect on its financial position.

ITEM 4. SUBMISSION Of MATTERS TO VOTE OF SECURITY HOLDERS.

Inapplicable.

PART II

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS.

There is no established public trading market for the Common Stock. At March
1, 1997, YPF was the sole holder of record of the Common Stock.

Midgard, a subsidiary of the Company, is party to a credit agreement which
places certain restrictions on its ability to make or declare certain
payments, advances arid loans specified therein, including dividends to the
Company. (For a further description of such credit agreement, see "Item 7.
Management's Discuss:.on and Analysis of Financial Condition and Results of
Operations—Significant Events 1995".) While these restrictions could impact
the ability of the Company to pay dividends on its Common Stock, the Company
has paid no such dividends since 1987, and cash flows are currently being
dedicated to exploration and development projects rather than to such payment.
The Company intends to continue paying regular quarterly dividends on its only
other equity issue currently outstanding, the $2.50 Preferred Stock.

17
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ITEM 6. SELECTED FINM1CIAL DATA.

FIVE-YEAR FINANCIAL SUMMARY
(DOLLARS IN MILLIONS, EXCEPT PER SHARE DATA)

<TABLE>
<CAPTION>

1996

NINE MONTHS
ENDED

DECEMBER 31,
1995

THREE MONTHS
ENDED

MARCH 31,
1995 1994 1993 1992
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OPERATIONS
Sales and operating
revenues ................ $

Net income (loss) before
extraordinary item and
cumulative effect of
change in accounting
principle ........ .......
Extraordinary item ......
Cumulative effect of
change in accounting
principle ........ .......

20.6
(5.6)

718.0 $ 463.8

(73.7)

Net income (loss) $ 15.0 $ (73.7)
FINANCIAL POSITION
Current assets $ 314.7 $ 266.4
Current liabilities 354.8 306.4
Properties and
equipment, less
accumulated
depreciation, depletion
and amortization 2,022.2 2,363.6

Total assets 2,456.5 2,716.8
Long-term debt,
including current
portion 1,270.7 1,295.5
Deferred income taxes!... 502.7 551.2
Redeemable preferred
stock 62.5 125.0
Stockholders' equity.... 148.9 240.0
OTHER DATA
Expenditures for
properties and
equipment—including
dry hole costs. $ 203.3 $ 137.4
Total exploration and
development
expenditures (whether
capitalized or
expensed) 219.0 165.5
Preferred dividends
paid 27.4 28.8
Depreciation, depletion
and amortization 168.9 142.1
PER COMMON SHARE
Net income (loss) before
extraordinary item and
cumulative effect of
change in accounting
principle $ 5
Extraordinary item......
Cumulative effect of
change in accounting
principle

S 142.5 $ 682.1 $ 786.7 $ 718.4

(56

$ (56

$ 394
224

1,110
1,692

975
199

125
13

.9)

.9)

.6

.3

.7

.1

.6

.7

.0

.5

(22.

$ (22.

$ 441.
171.

1,088.
1,706.

975.
199.

125.
91.

7)

7)

9
0

4
7

6
3

0
1

(37.
(7.

(4.

$ (49.

S 404.
263.

1,305.
1,987.

1,055.
198.

250.
147.

9)
1)

4)

4)

7
4

6
4

1
3

0
9

74.

$ 74.

5 391.
327.

1,138.
1,811.

829.
152.

250.
171.

2

2

2
9

3
6

4
9

0
6

53.6 $ 166.2 $ 340.0 $ 261.1

60.6 197.1

9.6 43.6

29.9 140.2

376.8 256.7

41.7 41.7

153.6 174.4

Net income (loss)....... $
</TABLE>

5 (0.49) $ (0.49) $ (0.60) $ 0.27
(0.05)

(0.03)

$ (0.49) $ (0.49) $ (0.68) $ 0.27
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ITEM 7. MANAGEMENT'S DISCUSSION AND
RESULTS OF OPERATION!;.

ANALYSIS OF FINANCIAL CONDITION AND
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Significant Events 1996

On June 18, 1996, Maxus Energy Corporation (the "Company" or "Maxus")
announced a reorganization which included the sale of three of its
subsidiaries holding certain Bolivian and Venezuelan assets to YPF Sociedad
Anonima ("YPF"), the redemption of the outstanding shares of $4.00 Cumulative
Convertible Preferred Stock (the "$4.00 Preferred Stock") and the transfer to
a YPF subsidiary of .a Maxus subsidiary that assumed certain liabilities
related to environmental matters.

On July 1, 1996, Maxus International Energy Company ("Seller"), a wholly
owned subsidiary of Maxus, sold all of the issued and outstanding shares of
capital stock of its wholly owned subsidiary, YPF International Ltd.
("International"), to YPF, pursuant to a Stock Purchase and Sale Agreement by
and between YPF and Seller. The sole assets of International at the time of
the transaction were all of the issued and outstanding shares of capital stock
of Maxus Bolivia, Inc. ("Maxus Bolivia"), Maxus Venezuela (C.I.) Ltd.
("Venezuela C.I.") and Maxus Venezuela S.A. ("Venezuela S.A."). The assets of
Maxus Bolivia consisted of all of the former assets and operations of Maxus in
Bolivia, including the interests of Maxus in the Surubi Field and Secure and
Caipipendi Blocks. The assets of Venezuela C.I. and Venezuela S.A. consisted
of all of the former assets and operations of Maxus in Venezuela, except those
held through Maxus Guarapiche Ltd. ("Maxus Guarapiche"), including the
interests of Maxus in the Quiriquire Unit.

The purchase price for the outstanding shares of capital stock of
International was $266.2 million which represented the carrying amount of
International on the financial reporting books of Seller as of June 30, 1996.
Maxus used the proceeds from this transaction for general corporate purposes,
including the redemption of its $4.00 Preferred Stock, which is discussed
below.

While not a part of the above-described sale transaction, effective
September 1, 1996, Seller sold all of the capital stock of Maxus Guarapiche to
International for $25 million which represented the carrying amount of Maxus
Guarapiche on the financial reporting books of Seller as of August 31, 1996.
Maxus Guarapiche had a 25% interest in the Guarapiche Block, an exploration
block, in Venezuela.

Also as part of the general reorganization, on August 13, 1996 Maxus
redeemed all of its outstanding shares of $4.00 Preferred Stock at a price of
$50 per share plus accrued and unpaid dividends (approximately $221 million in
the aggregate). The excess of the redemption price over the carrying value of
the $4.00 Preferred Stock resulted in an increase in the Company's accumulated
deficit of $214 million. The Company used a portion of the proceeds from the
sale of all of the issued and outstanding shares of capital stock of
International as well as an advance from an indirect, wholly owned subsidiary
of YPF, YPF Holdings, Inc. ("Holdings"), of approximately $56 million to
redeem the $4.00 Preferred Stock.

As a further part of the reorganization, the Company transferred certain
liabilities related to environmental matters to Chemical Land Holdings, Inc.
("CLH"), an indirect subsidiary of YPF, effective as of August 1, 1996. In
connection with this transfer, CLH assumed (the "Assumption") the liabilities
so transferred and Y?F committed to contribute capital (the "Contribution
Agreement") to CLH up to an amount of $107 million that will enable CLH to
satisfy its obligations under the Assumption based on the Company's reserves
established in respect of the assumed liabilities as of July 31, 1996 plus
certain operating expenses budgeted by CLH from time to time. YPF will not be
obligated to contribute capital to CLH beyond the amount of its initial
undertaking. The Company will remain responsible for any obligations assumed
by CLH in the event CLH does not perform or fulfill such obligations. CLH has
assumed responsibility for, among other things, the environmental
contingencies discussed in "Environmental Matters" below and a declaratory
judgment action discussed in "Legal Proceedings" below, and the Company
transferred to CLH its remaining rights to recover costs under a cost-sharing
arrangement with Ultramar Diamond Shamrock Corporation.

The contribution obligation of YPF related to the Assumption was reflected
on the Company's financial statements as a long-term and short-term funding
guarantee from parent totaling $10"7 million, an increase to
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deferred income taxes of $37 million and an increase to paid-in capital of $70
million. At December 31, 1996, the outstanding funding guarantee totaled $103
million. Insofar as CLH has assumed the Company's environmental liabilities
and YPF has committed to pay for the liabilities, such liabilities are not
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expected to have an adverse impact on . financial reporting books of the
Company.

Under the terms of the Contribution Agreement, Maxus agreed that any
contributions to the equity capital of CLH by YPF shall reduce the obligation
of YPF to capitalize Maxus pursuant to the Agreement of Merger ("Merger
agreement") . During '..996, YPF made capital contributions of $8 million to CLH.

Effective August 13, 1996, YPF transferred ownership of its shares of the
Company's Common Stock to Holdings.

Significant Events :.995

On June 8, 1995, a special meeting of the stockholders of the Company was
held to approve the Merger Agreement dated February 28, 1995, between the
Company, YPF Acquisition Corp. ("YPFA Corp.") and YPF. The holders of the
Company's common stock, $1.00 par value per share (the "Shares" or "Common
Stock"), and $4.00 Preferred Stock (together with the Shares, the "Voting
Shares") approved the Merger Agreement, and YPFA Corp. was merged into the
Company (the "Merger") on June 8, 1995 (the "Merger Date").

The Merger was the consummation of transactions contemplated by a tender
offer (the "Offer") which was commenced on March 6, 1995 by YPFA Corp. for all
the outstanding Shares at $5.50 per Share. Pursuant to the Offer, in April
1995 YPFA Corp. acquired 120,000,613 Shares representing approximately 88.5%
of the then-outstand:.ng Shares of the Company. As a result of the Merger, each
outstanding Share (other than Shares held by the YPFA Corp., YPF or any of
their subsidiaries 01: in the treasury of the Company, all of which were
canceled in the second quarter of 1995, and Shares of holders who perfected
their appraisal rights under Section 262 of the Delaware General Corporation
Law) was converted into the right to receive $5.50 in cash, and YPF became the
sole holder of all outstanding Shares.

The total amount 01: funds required by YPFA Corp. to acquire the entire
common equity interest in the Company, including the purchase of Shares
pursuant to the Offei: and the payment for Shares converted into the right to
receive cash pursuant to the Merger, was approximately $"762 million. In
addition, YPFA Corp. assumed all outstanding obligations of the Company. On
April 5, 1995, YPFA Corp. entered into a credit agreement with lenders for
which The Chase Manhattan Bank (National Association) ("Chase") acted as
agent, pursuant to which the lenders extended to YPFA Corp. a credit facility
for up to $550 million (the "Purchaser Facility"). On April 5, 1995, YPFA
Corp. borrowed $-142 million under the Purchaser Facility and received a
capital contribution of $250 million from YPF. YPFA Corp. used borrowings
under the Purchaser Facility and the funds contributed to it by YPF to
purchase 120,000,613 Shares pursuant to the Offer. Subsequent to the Merger,
these Shares and all other outstanding Shares vested in YPF.

Effective April 1, 1995, the Company used the purchase method to record the
acquisition of the Company by YPF. In a purchase method combination, the
purchase price is allocated to the acquired assets and assumed liabilities
based on their fair values at the date of acquisition. As a result, the assets
and liabilities of the Company were revalued to reflect the approximate $762
million cash purchase price paid by YPF to acquire the Company. The Company's
oil and gas properties were assigned carrying amounts based on their relative
fair market values.

Following the Merger, Chase provided two additional credit facilities
aggregating $425 million: (i) a credit facility of $250 million (the "Midgard
Facility") extended to Midgard Energy Company, a wholly owned subsidiary of
the Company, and (ii'i a credit facility of $1"75 million (the "Indonesian
Facility") extended to Maxus Indonesia, Inc., a wholly owned subsidiary of the
Company. The proceed:, of the loans made pursuant to these facilities were used
to repay, in part, the Purchaser Facility, which was assumed by the Company
pursuant to the Merger. In addition, the Company applied $8 million of its
available cash to repay the Purchaser Facility and used approximately $86
million of its available cash to pay holders of Shares converted into the
right to
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receive cash in the Merger. In December 1996, International, the parent of
Holdings, loaned the Company approximately $175 million to repay the
Indonesian Facility.

Significant Events 1994

Maxus responded to many financial and operational challenges in 1994 which



Page 20 of 146
culminated with the Company's agreemen .o merge with YPF in 1995.

Financially, significant natural gas and crude oil price declines in 1994
contributed to Maxus1 decision to streamline operations by decreasing overhead
and operating expenses, lowering program spending and redeeming certain
preferred stock. During the second quarter of 1994, the Company also sold its
interest in Diamond Shamrock Offshore Partners Limited Partnership ("Offshore
Partners") and certain producing oil and gas properties in Maxus1 U.S.
Southern Division for $325 million net (the "Divested Properties").
Additionally, the Company sold its geothermal subsidiary. Thermal Power
Company, for approximately $58 million net in cash and a note for $6.5
million. A portion of the proceeds from these sales was used to reduce debt
and redeem 625,000 shares of the $9.75 Preferred Stock for $63 million.

Operationally, the Company initiated production from all three of Maxus'
South American operations—Ecuador, Bolivia and Venezuela. The Sunray gas
plant experienced its first full year of operation and achieved the operating
efficiencies and cost savings (approximately $14 million annually) that had
been anticipated. Additionally, net production from the Northwest Java gas
project averaged approximately 44 million cubic feet per day ("mmcfpd") during
1994, resulting in $30 million of additional revenues.

Results for the Twelve Months Ended December 31, 1996

For the twelve months ended December 31, 1996, Maxus reported net income of
$15 million. During 1996, performance improved as higher crude oil, natural
gas and natural gas liquids ("NGL") prices, higher natural gas sales volumes
and lower costs more than offset higher income taxes resulting from higher
operating income. Comparative information for the twelve months ended December
31, 1995 is not presented due to the Merger with YPF which was effective April
1, 1995.

Sales and Operating Revenues. Sales and operating revenues for the twelve
months ended December 31, 1996 were $718 million composed of $404 million from
Maxus1 Indonesian operations, $233 million from U.S. operations and $81
million from South American operations.

Maxus' net worldwide crude oil sales volumes averaged 59 thousand barrels
per day ("mbpd") during the twelve-month period ended December 31, 1996, which
were comprised of 44 mbpd from Maxus' Indonesian operations, 14 mbpd from
South American operations and one mbpd from U.S. operations. Maxus' net
worldwide crude oil sales volumes declined four mbpd from an average of 63
mbpd during the twelve months ended December 31, 1995 due primarily to lower
net crude oil sales in Indonesia. In Northwest Java, 1996 average net crude
oil sales declined four mbpd compared to the same period last year due to
natural declines in gross crude oil production and lower cost recovery. In
Southeast Sumatra, 1996 average net crude oil sales declined six mbpd compared
to the same period in 1995 due primarily to lower cost recovery. During 1996,
natural declines in gross crude oil production in Southeast Sumatra were
offset by new crude oil production resulting from the introduction of
horizontal well technology and use of high volume electrical submersible pumps
combined with an active drilling program. Partially offsetting the overall
decline in Indonesia, average net crude oil sales in South America increased
five mbpd from nine inbpd in 1995. In Ecuador, 1996 average net crude oil sales
of 10 mbpd were two mbpd higher than 1996 primarily as a result of crude oil
production from the Amo, Iro, Ginta and Diami fields. Although Maxus owned an
interest in its Bolivian operations for only six months in 1996, average net
crude oil sales increased three mbpd from one mbpd for the year ended December
31, 1995 due primarily to the sale of approximately nine months of crude oil
inventory to the Bolivian Government during the first quarter of 1996. During
the twelve months ended December 31, 1996, Maxus' average worldwide crude oil
price of $19.22 per oarrel ("bbl") increased $2.77 per bbl from $16.46 per bbl
in 1995.
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During the twelve months ended December 31, 1996, average U.S. natural gas
sales volumes of 182 mmcfpd increased 11 mmcfpd over the same period a year
ago. Continued successful Midgard infill drilling more than offset natural
declines from the arsa during 1996. In the next several years, Maxus expects
its Midgard infill drilling program to continue to offset any natural
declines. Average U.S. natural gas prices rose significantly, from $1.48 per
thousand cubic feet ("mcf") in 1995 to $1.96 per mcf 1996, although this price
increase was net of losses of $13 million on natural gas price swap agreements
and futures contracts. In Northwest Java, 1996 average net natural gas sales
volumes of 69 mmcfpd increased 13 mmcfpd compared to the same period last year
as a result of higher natural gas production in connection with new natural
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gas sales contracts as well as increat demand from existing contracts.
Average Northwest Java natural gas prices rose slightly, from $2.63 per mcf in
1995 to $2.65 per met in 1996.

Average 1996 net N3L sales volumes in the U.S. of 19 mbpd were relatively
flat compared to the same period last year. Annual 1996 average U.S. NGL
prices increased fro:* $10.46 per bbl in 1995 to $13.23 per bbl in 1996,
although this price increase was net of losses of $10 million on KGL price
swap agreements.

Costs and Expenses. Costs and expenses were $640 million during the twelve
months ended December 31, 1996. Costs and expenses during this period included
operating expenses of $202 million; gas purchase costs of $74 million;
exploration expenses of $35 million; depreciation, depletion and amortization
("DDSA") of $169 million; interest and debt expenses of $135 million and other
costs and expenses totaling $25 million.

DD&A of $169 million during the twelve-month period ended December 31, 1996,
included $43 million of additional DDSA reflecting the impact of the 1995
purchase price allocation which increased the book value of the Company's oil
and gas properties and equipment.

In the twelve-month period ended December 31, 1996, interest and debt
expenses of $135 million included $31 million of interest expense associated
with the Midgard and Indonesian credit facilities. Also included in interest
and debt expenses during this period was $9 million of interest associated
with the accretion of discount on the Company's long-term debt which was
outstanding prior to the Merger. In 1995, these borrowings were recorded at
their fair market value in the purchase method of accounting which resulted in
a reduction in their carrying value of $115 million. This reduction in
carrying value will continue to be amortized to interest expense over the
remaining term of the borrowings.

Other Revenues, Ne1;. For the twelve months ended December 31, 1996, other
revenues, net of $20 million included interest income, a refund from the
United Mine Workers Association Combined Benefit Fund of assessments stemming
from a discontinued business and litigation proceeds partially offset by a net
loss on the sale of i:ixed assets, a contract signing bonus in Ecuador (See
"Future Outlook" below), a performance bonus paid to all Company employees in
connection with an incentive program designed to improve the Company's
financial performance and certain other miscellaneous expenses.

Income Taxes. Income tax expense of $78 million for the twelve-month period
ended December 31, 1996, included $99 million of current income tax expense
primarily from Indonesian operations partially offset by a $21 million
deferred tax benefit due primarily to the higher DD&A associated with the
increase in book value of the Company's oil and gas properties and equipment
as a result of the purchase price allocation in 1995. In the future, the
Company expects to realize additional deferred tax benefits as a result of the
higher DDSA.

Extraordinary Item. In December 1996, the Company used the proceeds of a
$115 million loan from International to repay the Indonesian Facility.
Unamortized debt issue costs associated with this early retirement were
recorded as an extraordinary loss of $6 million, net of taxes. The tax impact
of this transaction was less than $.1 million.

Results for the Nine Months Ended December 31, 1995

For the nine month:; ended December 31, 1995, Maxus reported a net loss of
$74 million. Comparative information for the nine months ended December 31,
1994, is not presented due to the Merger with YPF which was effective April 1,
1995.
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Sales and Operating Revenues. Sales and operating revenues for the nine
months ended December 31, 1995, were $464 million composed of $298 million
from Maxus' Indonesian operations, $129 million from U.S. operations and $37
million from South American operations.

Maxus' net worldwide crude oil sales volumes averaged 64 mbpd during the
nine-month period ended December 31, 1995, which were comprised of 53 mbpd
from Maxus1 Indonesian operations, 10 mbpd from South American operations and
one mbpd from U.S. operations. Maxus' net worldwide crude oil sales volumes
increased from an average of 60 mbpd in the third quarter of 1995 to an
average of 73 mbpd in the fourth quarter of 1995 due primarily to the
recognition of cumulative year-to-date production from the Southern Amo Field
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in Ecuador in the fourth quarter of 1 as this production had not
previously been approved by the Ecuadorian government, and the sole crude oil
sale in Bolivia in October 1995. Despite natural declines in gross crude oil
production in Indonesia over the nine months ended December 31, 1995,
Indonesian crude oil sales volumes increased slightly due primarily to higher
cost recovery. During the nine months ended December 31, 1995, Maxus' average
vrorldwide crude oil price was $16.31 per bbl.

During the nine-month period ended December 31, 1995, U.S. net natural gas
sales volumes averaged 172 mmcfpd and U.S. natural gas prices averaged $1.49
per mcf. Although U.S. natural gas sales volumes remained relatively flat over
the nine months ended December 31, 1995, the success of the 1995 Midgard
infill drilling program offset the natural declines from the area. Average
U.S. natural gas prices rose from $1.40 per mcf in the third quarter of 1995
to $1.64 per mcf in the fourth quarter of 1995 which favorably impacted
revenues $4 million. During the nine-month period ended December 31, 1995,
Northwest Java net natural gas sales volumes averaged 61 mmcfpd and Northwest
Java natural gas prices averaged $2.62 per mcf.

During the nine months ended December 31, 1995, average NGL net sales
volumes in the U.S. were 18 mbpd and U.S. NGL prices averaged $10.49 per bbl.

Costs and Expenses. Costs and expenses were $536 million during the nine
months ended December 31, 1995. Costs and expenses during this period included
operating expenses of $174 million; gas purchase costs of $41 million;
exploration expenses of $51 million; DD&A of $142 million; interest and debt
expenses of $105 million and other costs and expenses totaling $23 million.

DD&A of $142 million during the nine-month period ended December 31, 1995,
included $43 million of additional DD&A reflecting the impact of the purchase
price allocation which increased the book value of the Company's oil and gas
properties and equipment. The book value of oil and gas properties and
equipment increased approximately $1.3 billion as a result of the purchase
price allocation.

In the nine-month period ended December 31, 1995, interest and debt expenses
of $105 million included $27 million of interest expense associated with the
Purchaser, Midgard and Indonesian credit Facilities. Also included in interest
and debt expenses during this period was $6 million of interest associated
with the accretion of discount on the Company's long-term debt which was
outstanding prior to the Merger. These borrowings were recorded at their fair
market value in the purchase method of accounting which resulted in a
reduction in their carrying value of $115 million. This reduction in carrying
value will be amortized to interest expense over the remaining term of the
borrowings.

Other Revenues, Net. During the nine months ended December 31, 1995, other
revenues, net were $7 million which included $10 million of interest income, a
$2 million gain whic'.n represented the final settlement of the Company's sole
interest rate swap agreement prior to its termination and a $2 million gain
recognized on the sale of U.S. Treasury notes partially offset by a $3 million
production bonus payment stemming from the Company's Indonesian operations and
$5 million of accrued expenses. In the future, the Company anticipates
recognizing less interest income as a result of maintaining only minimal
balances of cash, cash equivalents and short-term investments to cover working
capital fluctuations.

Income Taxes. Income tax expense of $9 million for the nine-month period
ended December 31, 1995, included $63 million of current foreign income tax
expense primarily from Indonesian operations partially offset
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by a $49 million deferred tax benefit due primarily to the higher DD&A
associated with the increase in book value of the Company's oil and gas
properties and equipment as a result of the purchase price allocation. In
addition, the Company received $5 million of interest income on U.S. federal
income tax refunds. This interest income was not previously accrued in prior
periods.

Comparison of Results

Three Months Ended March 31, 1995 vs. Three Months Ended March 31, 1994

Maxus reported a net loss of $57 million for the first quarter of 1995
compared to a net loss of $11 million for the first quarter of 1994. The first
quarter 1995 results reflect $42 million of pre-Merger costs incurred by the
Company prior to the Merger. Such costs included expenses associated with
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financial consulting and legal service. severance payments pursuant to change
of control agreements and payments for surrender of stock options and
restricted stock.

Sales and Operating Revenues. Sales and operating revenues for the first
quarter of 1995 were $143 million, compared to $187 million for the same 1994
period. The loss of production from the Divested Properties which were sold in
the second quarter of 1994 and lower volumes of purchased gas accounted for
$45 million of the revenue decline. Additionally, U.S. natural gas prices
fell, which also unfavorably impacted revenues $12 million for the three
months ended March 31, 1995. These declines were partially offset by first
quarter 1995 revenue of $8 million from South America. Initial sales from the
Company's South American operations were recorded in the third quarter 1994.

Net worldwide cruds oil production averaged 60 mbpd in the first quarter
1995, compared to 69 mbpd in the same quarter in 1994. Average net domestic
crude oil volumes declined four mbpd during the period due to the loss of
production from the Divested Properties resulting in lower revenues of $5
million. Net crude oil sales from the Company's Indonesian operations were
also down an average of 12 mbpd during the period primarily as a result of
lower entitlements dae to higher crude oil sales prices and lower production.
Offsetting these declines, average net production from South America of seven
inbpd provided an additional $8 million of revenues in 1995.

Average net U.S. natural gas sales for the first quarter of 1995 were 167
nimcfpd, a decrease of 208 mmcfpd as compared to the first quarter 1994
resulting in lower revenues of $42 million. The decline was driven by the loss
of production from the Divested Properties and lower volumes of gas purchased
for resale. The avenge gas price received in the U. S. was $1.45 per racf in
the first quarter 1935 as compared to $2.24 per mcf in the same 1994 period.

Average net Northwest Java natural gas volumes of 40 mmcfpd in the first
quarter 1995 were eight mmcfpd higher than the first quarter 1994. Natural gas
sales prices improved to an average of $2.65 per mcf during the first quarter
1995 from $1.81 per racf during the same period in 1994 due to the change in
contract terms which increased the price received for "old" gas production
from $0.20 per mcf to $2.65 per mcf effective January 1, 1995. The higher
Morthwest Java natural gas volumes coupled with the higher average natural gas
price resulted in increased revenues of $4 million in the first quarter of
1995.

Average net NGL sales in the 0. S. for the first quarter 1995 were 18 mbpd,
a slight decrease ovsr the first quarter of 1994. The average sales price for
U.S. NGL in the first quarter of 1995 was $10.38 per barrel, an increase of
$1.15 per bbl from 1994.

Costs and Expenses. Costs and expenses for the first quarter of 1995 were
$190 million which were relatively flat compared to the first quarter of 1994.
Costs and expenses for the first quarter of 1995 included Maxus pre-Merger
costs of $42 million which were partially offset by lower gas purchase costs
of $31 million when compared to the first quarter of 1994.

Gas purchase costs were $31 million lower in the first quarter of 1995 as
compared to first quarter 1994 due to the lower volumes of gas purchased to
aggregate with the production from the Divested Properties, the reduction in
volumes of gas purchased for resale and lower natural gas prices.
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DD&A of $30 million for the first quarter 1995 was $8 million lower than the
same period in 1994. Approximately $11 million of this decline represents DDiA
from the Divested Properties included in the first quarter of 1994. Partially
offsetting this decline was $4 million of DDiA in the first quarter of 1995
associated with South American operations which did not go into production
until late 1994.

Income Taxes. Income tax expense was $19 million and $16 million in the
first quarters of 1995 and 1994, respectively. The increase in income tax
expense was primarily due to higher Indonesian taxes as a result of increased
taxable income from the Company's Indonesian operations.

Results for the Twelve Months Ended December 31, 1994

Maxus reported a net loss of $23 million in 1994.

Sales and Operating Revenues. 1994 sales and operating revenues of $682
million were negatively impacted due primarily to the loss of production from
the Divested Properties and lower volumes of purchased gas which were
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aggregated and sold with the productix rom the Divested Properties.
Additionally, worldwide oil and gas prices fell, which further compounded the
loss of revenues. However, initial production from South America and new gas
production from Northwest Java added $54 million to revenues during 1994,
partially offsetting the overall negative revenue variances.

The Company's average net crude oil production was 67 mbpd in 1994 which was
comprised of 60 mbpd from Maxus' Indonesian operations, five mbpd from South
American operations and two mbpd from U.S. operations. Initial production from
South American operations commenced during 1994 which favorably impacted
revenues by $24 million. Crude oil volumes in the Dnited States were
negatively impacted by the loss of production from the Divested Properties.
Additionally, crude oil sales from the Company's Indonesian operations
reflected the unfavorable impact of temporary production problems in Northwest
Java, which were corrected. Maxus' 1994 average worldwide crude price hit a
five-year low of $15.31 per bbl.

Average net U.S. natural gas sales volumes of 275 mmcfpd in 1994 included a
decline attributable to the loss of production from the Divested Properties
and a decrease in purchased gas volumes which were aggregated and sold with
the production from the Divested Properties. Maxus' U.S. natural gas prices
averaged $1.95 per mcf in 1994.

Average net Northwest Java natural gas sales volumes were 44 mmcfpd during
1994. The Company realized an additional $30 million of revenues during 1994
from the Northwest Java gas project, which came on-stream in fourth quarter
1993.

Average net NGL sales in the U.S. were 17.9 mbpd in 1994 and prices received
averaged $10.07 per barrel.

Costs and Expenses Costs and expenses, excluding restructuring, were $728
million in 1994. Costs and expenses during this period included operating
expenses of $243 million; gas purchase costs of $117 million; exploration
expenses of $36 million; DDSA of $140 million; interest and debt expenses of
$97 million; an environmental studies and remediation accrual of $60 million
and other costs and expenses totaling $35 million. Overall, the favorable
impact on costs and expenses related to the Divested Properties was partially
offset by additional costs and expenses incurred in South America due to the
atart-up of production in Ecuador, Bolivia and Venezuela.

The Company increased its reserve for environmental liabilities in 1994 by
$60 million, primarily in response to the EPA's proposed chromium clean-up
standards and for additional costs expected to be incurred at the Company's
former Newark, New Jersey plant site.

Restructuring. The 1994 results reflect a $101 million pre-tax net benefit
from the Company's restructuring activities, which included a pre-tax gain of
$202 million from the sale of the Divested Properties. This gain was
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partially offset by restructuring costs, including a non-cash, pre-tax $70
million write-off associated with the Company's undeveloped Alaska coal
leases. The restructuring also included costs associated with staff reductions
and the write-of:! of non-producing assets outside the Company's core operating
areas.

Other Revenues, Net. Other revenues, net of $9 million in 1994 included
primarily interest income partially offset by a net loss on the sale of the
Company's geothemal subsidiary. Thermal Power Company.

Income Taxes. The Company's provision for income taxes of $87 million in
1994 was comprised primarily of current and deferred foreign taxes in
Indonesia.

Liquidity and Capital Resources

Liquidity refers to the ability of an enterprise to generate adequate
amounts of cash to satisfy its financial needs. Maxus' primary needs for cash
are to fund its exploration and development program, service debt, pay
existing trade obligations, meet redemption obligations on redeemable
preferred stock and pay dividends to preferred stockholders. The Company's
primary sources of liquidity have been from operating activities, asset sales,
debt financing, equity issuances, and capital contributions and cash advances
from YPF and its subsidiaries.

Pursuant to the Merger Agreement, in the event that the Company is unable to
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meet its obligations as they come due, ether at maturity or otherwise,
including, solely fo:: the purposes of this undertaking, dividend and
redemption payments with respect to the $9.75 Preferred Stock and the $2.50
Preferred Stock, YPF has agreed to capitalize the Company in an amount
necessary to permit ':he Company to meet such obligations; provided that YPF's
aggregate obligation will be: (i) limited to the amount of debt service
obligations under the Purchaser Facility, the Midgard Facility and the
Indonesian Facility and (ii) reduced by the amount, if any, of capital
contributions by YPF to the Company after the Merger Date and by the amount of
the net proceeds of any sale by the Company of common stock or non-redeemable
preferred stock after: the Merger Date. The foregoing obligations of YPF (the
"Keepwell Covenant") will survive until June 8, 2004. During the twelve months
ended December 31, 1:396, YPF made capital contributions to the Company and CLH
(see "Significant Events 1996") in the aggregate amount of $64 million and $8
million, respectively. These amounts represent the cumulative contribution
received by Maxus and CLH from YPF pursuant to the terms of the Keepwell
Covenant. Based on current projections, it is anticipated that YPF will make
capital contributions to CLH in the aggregate amount of approximately $25 to
$50 million under the Keepwell Covenant during 1997. No such capital
contributions to the Company are projected during 1997.

The Midgard Facility contains restrictive covenants including limitations
upon the sale of assets, mergers and consolidations, the creation of liens and
additional indebtedness, investments, dividends, the purchase or repayment of
subordinated indebtedness, transactions with affiliates and modifications to
certain material contracts. The obligors under the Midgard Facility may not
permit (a) consolidated tangible net worth to be less than $200 million, plus
(or minus) the amount of any adjustment in the book value of assets resulting
from the merger of Y1?FA Corp. into the Company, (b) the ratio of consolidated
cash flow to consolidated debt service to be less than 1.1 to 1.0 at the end
of any fiscal quarte:: and (c) the ratio of consolidated cash flow to
consolidated interest expense to be less than 1.25 to 1.0 at the end of any
fiscal quarter. In addition, mandatory prepayments of the Midgard Facility may
be required in connection with certain asset sales and casualty losses, upon
the issuance of subordinated indebtedness and in 1997 and in each year
thereafter if, after semi-annual review, the agent and the lenders determine
that a borrowing base deficiency exists. No borrowing base deficiencies
existed at December 31, 1996.

Maxus has guaranteed the obligations of Midgard under the Midgard Facility
(the "Midgard Guaranty"). The Midgard Guaranty contains restrictions upon
mergers and consolidations, the creation of liens and the business activities
in which Maxus and i :s subsidiaries may engage. In addition, Midgard is
required to be a wholly owned subsidiary of Maxus, except to the extent YPF or
& subsidiary of YPF (other than Maxus or a subsidiary of Maxus) makes capital
contributions to Midgard.
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In management's opinion, cash on hand and cash from operations will be
inadequate to fund the 1997 program spending budget, service debt, meet
redemption obligations on redeemable preferred stock and pay preferred stock
dividends and trade obligations. It is anticipated that YPF could be required
to make cash advances to Maxus in 1997 totaling approximately $150 million to
$200 million to help fund the Company's obligations. Actual cash advances made
by YPF could vary significantly depending on, among other circumstances, oil
and gas prices and program spending commitments.

Operating Activities. For the twelve months ended December 31, 1996, net
cash provided by operating activities was $152 million. Excluding the change
in working capital requirements of $27 million, net cash from operating
activities was $179 million for the year. Additional working capital was
required primarily due to the recognition of deferred revenue in Northwest
Java and Bolivia during 1996 as well as higher receivables in Ecuador.

During the nine months ended December 31, 1995, net cash provided by
operating activities was $57 million. Excluding the change in working capital
requirements, net cash from operating activities was $44 million during this
period. Working capital requirements provided an additional $13 million
primarily as a result of U.S. federal income tax refunds of approximately $60
million. These tax rsfunds were partially offset by lower accrued liabilities
of $32 million due primarily to payment of Maxus pre-Merger costs coupled with
higher inventories of $13 million.

Net cash provided Dy operating activities during the three months ended
March 31, 1995, was $62 million of which $18 million was provided by operating
activities and $44 million was from working capital. Working capital was
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favorably impacted by higher accrued 1 ilities of S26 million of which $11
million was due to h:.gher accrued interest, lower oil and gas receivables of
$24 million and a U.:;. federal income tax refund of $9 million partially
offset by lower accounts payable of $15 million.

Investing Activities. Expenditures for properties and equipment, including
dry hole costs, were $203 million in 1996, a slight increase from 1995. During
1996, the Company focused its spending efforts on developmental drilling in
established areas of the United States, Indonesia and Ecuador with the
intention of increasing reserves and production in already proven areas. In
the U.S., the Company drilled over 100 development wells during 1996, which
contributed to the 13* increase in total net production as compared to last
year. In addition, due to the increased drilling and detailed engineering
work, approximately :L74 billion cubic feet of gas reserves were added. During
1996, natural declines in gross crude oil production in the Southeast Sumatra
contract area of Indonesia were offset by new crude oil production resulting
from the introduction of horizontal well technology combined with an active
drilling program. Expenditures for the year also included the acquisition of a
25% interest in the Guarapiche block in Venezuela for $27 million, which was
subsequently sold to International (see "Significant Events 1996").

During 1995, the Company concentrated its capital spending in core areas of
the United States, Indonesia and Ecuador plus development of the emerging
areas: the Mamore Block in Bolivia and the Quiriquire Block in Venezuela.
Spending in 1995 increased modestly compared to 1994, with the largest
increase occurring in the U.S. due to the implementation of an aggressive
program of infill drilling designed to increase production and cash flow. Only
Ecuador experienced '..over capital spending in 1995 as spending for major
infrastructure and facilities was completed in 1994. Approximately 45% of the
1994 capital spending was for development of oil reserves in South America.
Initial production began in the third quarter of 1994 in Ecuador, Bolivia and
Venezuela.

In 1996 the Company sold Maxus Bolivia, Maxus Venezuela, and Maxus
Guarapiche to YPF and its subsidiaries for approximately $293 million. The
proceeds were used for general corporate purposes, including the redemption of
the $4.00 Preferred Stock on August 13, 1996 for $221 million (see
"Significant Events 1996"). The Company also received approximately $14
million from the sale of non-oil and gas properties, including the Company's
ranch and other real estate holdings.
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In December 1995, the Company sold its overriding royalty interest in the
Becetor Block in Colombia to an unrelated party for $25 million. There was no
gain or loss recognised on this transaction.

On April 25, 1994, Offshore Partners sold its interests in Main Pass Blocks
72, 73 and 74. On April 26, 1994, Maxus and its subsidiaries sold all of their
partnership interest!! in Offshore Partners. In the second quarter of 1994,
Maxus also sold the McFarlan Field and Grand Isle Block 25, both producing oil
and gas properties, "n total, the Company received $325 million of proceeds
and recorded a pre-tax gain of $202 million from these transactions. A portion
of the proceeds from these sales was used to reduce senior debt by $70 million
net and to redeem $63 million of the $9.75 Preferred Stock due in February
1995.

During the second quarter of 1994, Maxus Bolivia signed an agreement to take
BHP Petroleum as a partner in its Bolivian oil development project. The
Company received $10 million from BHP in exchange for a 50% interest in the
project. Also during the second quarter of 1994, Maxus Venezuela signed an
agreement with BP Exploracion de Venezuela S.A., granting BP a 45% interest in
the Quiriquire Unit in eastern Venezuela. Maxus Venezuela remained the
operator with a 50% interest and Otepi Consultores, a Venezuelan company, held
the remaining 5%. Both Maxus Bolivia and Maxus Venezuela were sold to YPF in
1996 (see "Significant Events 1996").

The Company sold its geothermal subsidiary, Thermal Power Company, in
September 1994. The sale was for $58 million net in cash and a $7 million
promissory note due :!rom the purchaser in 1997. The Company recorded a loss of
$13 million on the transaction.

In 1996, the Company released $47 million of restricted cash of which $26
million had been backing trade letters of credit, $9 million was for assets
held in trust as previously required by certain insurance policies, and $8
million had been required by the Indonesian Facility. During 1995, the Company
was able to release a significant portion of its restricted cash, of which $48
million supporting letters of credit were released and $17 million of assets
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held in trust as required by certain ; .ranee policies were released due to
YPF's guarantees. Additionally, in 1995, the Company restricted $8 million as
required by the Indonesian Facility. During 1994, $36 million in restricted
cash backing letters of credit in Venezuela were released when the Company
took on a partner and reduced its interest to 50%.

During 1994, the Company purchased $112 million of short-term investments
with the proceeds from the sales of assets. To partially fund the capital
program budget and pay Merger-related costs in 1995, the Company liquidated
all its short-term investments. Additionally, the Company sold its remaining
long-term investment in U.S. Treasury notes for $31 million realizing a gain
on the sale of $2 million.

Financing Activities. In 1996 the Company received capital contributions in
the aggregate airount of $64 million from YPF, for which the Company issued to
YPF an additional 11,636,363 Shares at $5.50 per Share. The proceeds from this
issuance were used for general corporate purposes including the mandatory
redemption of 625,000 shares of the $9.75 Preferred Stock for $63 million. As
discussed in "Significant Events 1996", the Company also redeemed its
outstanding $4.00 Preferred Stock for $221 million (including accrued
dividends of approximately $3 million) using proceeds provided by the sale of
the Company's Bolivian and Venezuelan assets. International advanced the
Company $175 million in the form of a demand note, bearing 5.75% interest
compounded annually, to repay the Indonesian Facility. Additionally, the
Company repaid $34 million of medium-term notes, which matured in 1996.

The Company and YPF entered into a loan agreement (the "Loan Agreement")
during 1996 to facilitate short-term loans by YPF to the Company and short-
term loans by the Company to YPF of excess cash balances. At December 31,
1996, there were no loans outstanding under the Loan Agreement. It is expected
that loans will be made by the parties under the loan agreement during 1997;
however, the number and amounts thereof are not presently known.

During 1995, most of Maxus' financing activity was impacted by the Merger.
The Company received $851 million from the issuance of debt under the
Purchaser Facility and the Midgard and Indonesian credit facilities
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and a $250 million capital infusion from YPF to partially fund the Merger. In
connection with the Merger, the Company also paid $14 million to redeem rights
attached to Shares, repaid the Purchaser Facility and, pursuant to the Merger,
either assumed or paid $746 million of purchase consideration for the Shares
outstanding plus transaction costs.

During the third quarter of 1995, the Company recorded a $2 million gain
which represented th<2 final settlement of the Company's sole interest rate
swap agreement prior to its termination. This gain was recorded in other
revenues, net. The Company also received a $5 million termination payment,
which was deferred.

During 1994, the Company was able to take advantage of lower interest rates
and, at the same time, to extend the average debt maturities. Accordingly, the
Company issued $101 million of additional long-term debt. Debt issuances,
along with a portion of the proceeds from asset sales, were used to repay
approximately $170 million of higher interest debt obligations due 1994 and
beyond and to prepay $63 million of $9.75 Preferred Stock due in February
1995.

In February 1994, the Company redeemed 625,000 shares of $9.75 Preferred
Stock for $63 million, using proceeds received in 1993 from the issuance of
the $2.50 Preferred Stock in 1993.

Environmental Matters

Federal, state and local laws and regulations relating to health and
environmental quality in the United States, as well as environmental laws and
regulations of other countries in which the Company operates, affect nearly
all of the operations of the Company. These laws and regulations set various
Eitandards regulating certain aspects of health and environmental quality,
provide for penalties and other liabilities for the violation of such
standards and establish in certain circumstances remedial obligations. In
addition, especially stringent measures and special provisions may be
appropriate or required in environmentally sensitive foreign areas of
operation, such as those in Ecuador.

Many of the Company's United States operations are subject to requirements
of the Safe Drinking Water Act, the Clean Water Act, the Clean Air Act (as
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amended in 1990), the Occupational Sal and Health Act, the Comprehensive
Environmental Response, Compensation and Liability Act of 1980, as amended
("CERCLA"), and other federal, as well as state, laws. Such laws address,
among other things, limits on the discharge of wastes associated with oil and
gas operations, investigation and clean-up of hazardous substances, and
workplace safety and health. In addition, these laws typically require
compliance with associated regulations and permits and provide for the
imposition of penalties for noncompliance. The Clean Air Act Amendments of
1990 may benefit the Company's business by increasing the demand for natural
gas as a clean fuel. CERCLA imposes retroactive liability upon certain parties
for the response cos :s associated with cleaning up old hazardous substance
sites. CERCLA liability to the Government is joint and several. CERCLA allows
authorized trustees :o seek recovery of natural resource damages from
potentially responsible parties. CERCLA also grants the Government the
authority to require potentially responsible parties to implement interim
remedies to abate an imminent and substantial endangerment to the environment.

The Company believes that its policies and procedures in the area of
pollution control, product safety and occupational health are adequate to
prevent unreasonable risk of environmental and other damage, and of resulting
financial liability, in connection with its business. Some risk of
environmental and other damage is, however, inherent in particular operations
of the Company and, .is discussed below, the Company has certain potential
liabilities associated with former operations. The Company cannot predict what
environmental legislation or regulations will be enacted in the future or how
existing or future laws or regulations will be administered or enforced.
Compliance with more stringent laws or regulations, as well as more vigorous
enforcement policies of the regulatory agencies, could in the future require
material expenditures by the Company for the installation and operation of
systems and equipment for remedial measures and in certain other respects.
Such potential expenditures cannot be reasonably estimated.
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In connection with the sale of the Company's former chemical subsidiary,
Diamond Shamrock Chemicals Company ("Chemicals"), to Occidental Petroleum
Corporation ("Occidental") in 1986, the Company agreed to indemnify Chemicals
and Occidental from and against certain liabilities relating to the business
or activities of Chemicals prior to the September 4, 1986 closing date (the
"Closing Date"), including certain environmental liabilities relating to
certain chemical plants and waste disposal sites used by Chemicals prior to
the Closing Date.

In addition, the Company agreed to indemnify Chemicals and Occidental for
50% of certain environmental costs incurred by Chemicals for which notice is
given to the Company within 10 years after the Closing Date on projects
involving remedial activities relating to chemical plant sites or other
property used in the conduct of the business of Chemicals as of the Closing
Date and for any period of time following the Closing Date, with the Company's
aggregate exposure for this cost sharing being limited to $75 million. The
total expended by th« Company and CLH on the Company's behalf under this cost
sharing arrangement was about $42 million as of December 31, 1996. Occidental
Chemical Corporation ("OxyChem"), a subsidiary of Occidental, and Henkel
Corporation ("Henkel"), an assignee of certain of Occidental's rights and
obligations, filed a declaratory judgment action in Texas state court with
respect to the Company's agreement in this regard. The lower court found in
favor of Occidental and Henkel and the Company has appealed the judgment (see
"Legal Proceedings").

In connection with the spin-off of Diamond Shamrock RSM, Inc., now known as
Ultramar Diamond Shamrock Corporation ("DSI"), in 1987, the Company and DSI
agreed to share the costs of losses (other than product liability) relating to
businesses disposed of prior to the spin-off, including Chemicals. Pursuant to
this cost-sharing agreement, the Company bore the first $75 million of such
costs and DSI bore the next $37.5 million. Thereafter, such ongoing costs were
borne one-third by DSI and two-thirds by the Company until DSI had borne an
additional $47.5 million. As of December 31, 1996, DSI had fulfilled its
remaining responsibility under the cost-sharing arrangement, and it has no
further obligation thereunder.

During the twelve months ended December 31, 1996, the Company spent $8
million in environmental related expenditures in its oil and gas operations.
Expenditures for 1997 are expected to be approximately $13 million.

For the seven months ended July 31, 1996, the Company's total expenditures
for environmental compliance for disposed of businesses, including Chemicals,
were approximately $13 million, $5 million of which was recovered from DSI
under the above described cost-sharing arrangement.
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At December 31, 1996, reserves for the environmental contingencies discussed
herein totaled $101.6 million. Management believes it has adequately reserved
for all environmental contingencies which are probable and can be reasonably
estimated; however, changes in circumstances could result in changes,
including additions, to such reserves in the future.

The Company has transferred certain liabilities related to environmental
matters to CLH (see "Significant Events 1996") effective as of August 1, 1996.
In connection with this transfer, CLH assumed the liabilities so transferred
and YPF committed to contribute capital to CLH up to an amount of $106.9
million that will enable CLH to satisfy its obligations under the Assumption
based on the Company's reserves established in respect of the assumed
liabilities as of July 31, 1996 plus certain operating expenses budgeted by
CLH from time to time. YPF will not be obligated to contribute capital to CLH
beyond the amount of its initial undertaking. The Company will remain
responsible for any obligations assumed by CLH in the event CLH does not
perform or fulfill such obligations. The environmental contingencies discussed
herein and the declaratory judgment action filed by OxyChem and Henkel are
among the matters for which CLH has assumed responsibility, and the Company
transferred to CLH its then remaining rights to recover costs under the
arrangement with DSI. The contribution obligation of YPF related to the
Assumption was reflected on the Company's financial statements as a long-term
and short-term funding guarantee from parent totaling $106.9 million, an
increase to deferred income taxes of $37.4 million and an increase to paid-in
capital of $69.5 million. At December 31, 1996, the outstanding funding
guarantee totaled $132.6 million. Insofar as CLH has assumed the Company's
environmental liabilities and YPF has committed to pay for the liabilities,
such liabilities are not expected to have an adverse impact on the financial
reporting books of the Company.
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The insurance companies that wrote Chemicals' and the Company's primary and
excess insurance during the relevant periods have to date refused to provide
coverage for most of Chemicals' or the Company's cost of the personal injury
and property damage claims related to environmental claims, including remedial
activities at chemical plant sites and disposal sites. In two actions filed in
New Jersey state court, the Company has been conducting litigation against all
of these insurers for declaratory judgments that it is entitled to coverage
for certain of these claims. In 1989, the trial judge in one of the New Jersey
actions ruled that there is no insurance coverage with respect to the claims
related to the Newark plant (discussed below). The trial court's decision was
upheld on appeal and that action is now ended. The other suit, which is
pending, covers disputes with respect to insurance coverage related to certain
other environmental matters. The Company has entered into settlement
agreements with certain of the insurers in this second suit, the terms of
which are required to be held confidential. The Company also is engaged in
settlement discussions with other defendant insurers; however, there can be no
assurance that such discussions will result in settlements with such other
insurers.

Newark, New Jersey. A consent decree, previously agreed upon by the U.S.
Environmental Protection Agency (the "EPA"), the New Jersey Department of
Environmental Protection and Energy (the "DEP") and Occidental, as successor
to Chemicals, was entered in 1990 by the United States District Court of New
Jersey and requires implementation of a remedial action plan at Chemicals'
former Newark, New Jersey agricultural chemicals plant. Engineering for such
plan, which will include an engineering estimate of the cost of construction,
is progressing. Construction is expected to begin in late 1997 or in 1998,
cost approximately $23 million and take three to four years to complete. The
work is being supervised and paid for by CLH, on behalf of the Company
pursuant to the Assumption and under the Company's above described
Indemnification obligation to Occidental. The Company has reserved the
estimated costs of performing the remedial action plan and required ongoing
maintenance costs.

Studies have indicated that sediments of the Newark Bay watershed, including
the Passaic River adjacent to the plant, are contaminated with hazardous
chemicals from many sources. These studies suggest that the older and more
contaminated sediments located adjacent to the Newark plant generally are
buried under more recent sediment deposits. The Company, on behalf of
Occidental, negotiated an agreement with the EPA under which CLH, on the
Company's behalf, is conducting further testing and studies to characterize
contaminated sediment and biota in a six-mile portion of the Passaic River
near the plant site. The stability of the sediments in the entire six-mile
portion of the Passage River study area is also being examined as a part of
CLH's studies. The Company currently expects the testing and studies to be
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completed in 1999 and cost from $4 mil n to $6 million after December 31,
1996. The Company has; reserved for the amount of its estimate of the remaining
costs to be incurred in performing these studies. The Company and later CLH
have been conducting similar studies under their own auspices for several
years. Until these studies are completed and evaluated, the Company cannot
reasonably forecast what regulatory program, if any, will be proposed for the
Passaic River or the Newark Bay watershed and therefore cannot estimate what
additional costs, if any, will be required to be incurred. However, it is
possible that additional work, including interim remedial measures, may be
ordered with respect to the Passaic River.

Hudson County, New Jersey. Until 1972, Chemicals operated a chromium ore
processing plant at Kearny, New Jersey. According to the DEP, wastes from
these ore processing operations were used as fill material at a number of
sites in and near Hudson County.

As a result of negotiations between the Company (on behalf of Occidental)
and the DEP, Occidental signed an administrative consent order with the DEP in
1990 for investigation and remediation work at certain chromite ore residue
sites in Kearny and Secaucus, New Jersey. The work is presently being
performed by CLH on behalf of the Company and Occidental, and CLH is funding
Occidental's share of the cost of investigation and remediation of these
sites. The Company if currently providing financial assurance for performance
of the work in the form of a self-guarantee in the amount of $20 million
subject to the Company's continuing ability to satisfy certain financial tests
specified by the State. This financial assurance may be reduced with the
approval of the DEP following any annual cost review. While the Company and
CLH have participated in the cost of studies
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and CLH is implementing interim remedial actions and conducting remedial
investigations and feasibility studies, the ultimate cost of remediation is
uncertain. The Company anticipates CLH will submit its remedial investigation
and feasibility study report to the DEP in 1997. The results of the DEP's
review of this report, could increase the cost of any further remediation that
may be required. The Company has reserved its best estimate of the remaining
cost to perform the investigations and remedial work as being approximately
$47 million. In addition, the DEP has indicated that it expects Occidental and
the Company to participate with the other chromium manufacturers in the
funding of certain remedial activities with respect to a number of so-called
"orphan" chrome sites located in Hudson County, New Jersey. Occidental and the
Company have declined participation as to those sites for which there is no
evidence of the presence of residue generated by Chemicals. The Governor of
New Jersey issued an Executive Order requiring state agencies to provide
specific justification for any state requirements more stringent than federal
requirements. The DEE' has indicated that it may be revising its soil action
level upwards towards the higher soil screening levels proposed by the EPA in
1994.

Painesville, Ohio. From about 1912 through 1976, Chemicals operated
manufacturing facilities in Painesville, Ohio. The operations over the years
involved several discrete but contiguous plant sites over an area of about
1,300 acres. The primary area of concern historically has been Chemicals'
former chromite ore processing plant (the "Chrome Plant"). For many years, the
site of the Chrome Plant has been under the administrative control of the EPA
pursuant to an administrative consent order under which Chemicals is required
to maintain a clay ca.p over the site and to conduct certain ground water and
surface water monitoring. Many other sites have previously been clay-capped
and one specific site, which was a waste disposal site from the mid-1960s
until the 1970s, has been encapsulated and is being controlled and monitored.
In 1995, the Ohio Environmental Protection Agency (the "OEPA") issued its
Directors' Final Findings and Order (the "Director's Order") by consent
ordering that a remedial investigation and feasibility study (the "RIFS") be
conducted at the former Painesville plant area. The Company has agreed to
participate in the R]FS as required by the Director's Order. It is estimated
that the total cost of performing the RIFS will be $5 million to $8 million
over the next three years. In spite of the many remedial, maintenance and
monitoring activities performed, the former Painesville plant site has been
proposed for listing on the National Priority List under CERCLA; however, the
EPA has stated that the site will not be listed so long as it is
satisfactorily addressed pursuant to the Director's Order and OEPA's programs.
The Company has reserved for the amount of its estimate of its share of the
cost to perform the HIFS. The scope and nature of any further investigation or
remediation that may be required cannot be determined at this time; however,
as the RIFS progresses, the Company will continuously assess the condition of
the Painesville plant: site and make any changes, including additions, to its
reserve as may be required. The Company's obligations regarding the Chrome
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Plant described above have been assumt ,y CLH pursuant to the Assumption.

Other Former Plant Sites. Environmental remediation programs are in place at
all other former plant sites where material remediation is required in the
opinion of the Company. Former plant sites where remediation has been
completed are being maintained and monitored to insure continued compliance
with applicable laws and regulatory programs. The Company has reserved for its
estimated costs related to these sites, none of which is individually
material.

Third Party Sites. Chemicals has also been designated as a potentially
responsible party ("PRP") by the EPA under CERCLA with respect to a number of
third party sites, primarily off of Chemicals' properties, where hazardous
substances from Chemicals' plant operations allegedly were disposed of or have
come to be located, numerous PRPs have been named at substantially all of
these sites. At several of these. Chemicals has no known exposure. Although
PRPs are almost always jointly and severally liable for the cost of
investigations, cleanups and other response costs, each has the right of
contribution from other PRPs and, as a practical matter, cost sharing by PRPs
is usually effected by agreement among them. Accordingly, the ultimate cost of
these sites and Chemicals' share of the costs thereof cannot be estimated at
this time, but are not expected to be material except possibly as a result of
the matters described below. The matters described below are among those for
which CLH has assumed responsibility under the Assumption.

32
<PAGE>

1. Fields Brook; A;5htabula, Ohio. At the time that Chemicals was sold to
Occidental, Chemical;* operated a chemical plant at Ashtabula, Ohio which is
adjacent to Fields Brook. Occidental has continued to operate the Ashtabula
plant. In 1986, Chemicals was formally notified by the EPA that it was a PRP
for the Fields Brook site. The site is defined as Fields Brook, its
tributaries and surrounding areas within the Fields Brook watershed. At least
15 other parties are presently considered to be financially responsible PRPs.
In 1986, the EPA estimated the cost of sediment remediation at the site would
be S48 million. The ?RPs, including Occidental, have developed an allocation
agreement for sharing the costs of the work in Fields Brook ordered by the
EPA. Under the allocation, the Occidental share for Chemicals' ownership of
the Ashtabula plant would be about five percent of the total, assuming all
viable PRPs were to participate.

In 1990, the OEPA, as state trustee for natural resources under CERCLA,
advised previously identified PRPs, including Chemicals, that the OEPA
intended to conduct a Natural Resource Damage Assessment of the Fields Brook
Siite to calculate a monetary value for injury to surface water, groundwater,
air, and biological and geological resources at the site. Also, although
Fields Brook empties into the Ashtabula River which flows into Lake Erie, it
is not known to what extent, if any, the EPA will propose remedial action
beyond Fields Brook for which the Fields Brook PRPs might be asked to bear
some share of the costs. Until all preliminary studies and necessary
governmental actions have been completed and negotiated or judicial
allocations have bee:i made, it is not possible for the Company to estimate
what the response costs, response activities or natural resource damages, if
any, may be for Fields Brook or related areas, the parties responsible
therefore or their respective shares.

It is the Company's position that costs attributable to the Ashtabula plant
fall under the Company's above-described cost sharing arrangement with
Occidental under which the Company bears one-half of certain costs up to an
aggregate dollar cap. Occidental, however, has contended that it is entitled
to full indemnification from the Company for such costs, and the outcome of
this dispute cannot be predicted. The Company has reserved its estimate of its
share of potential cleanup costs based on the assumption that this site falls
under the Occidental cost sharing arrangement.

2. SCP/Carlstadt Site; Carlstadt, New Jersey. Chemicals' share of
remediation costs at this CERCLA site would be approximately one percent,
based on relative volume of waste shipped to the site. An interim remedy has
now been implemented at the site by the PRPs but no estimate can be made at
this time of ultimate costs of remediation which may extend to certain off-
site locations.

3. Chemical Control Site; Elizabeth, New Jersey. The PRPs and the EPA have
settled the federal claims for cost recovery and site remediation, and
remediation is now complete. The DEP has demanded of PRPs (including
Chemicals) reimbursement of the DEP's alleged $34 million (including interest
through December 31, 1995) in past costs for its partial cleanup of this site.
Based on the previous allocation formula, it is expected that Chemicals' share
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of any money paid to the DEP for its c .m would be approximately two percent.
The Company has fully reserved its estimated liability for this site.

Legal Proceedings

In 1995, OxyChem filed suit in Texas state court seeking a declaration of
certain of the parties' rights and obligations under the sales agreement
pursuant to which the Company sold Chemicals to Occidental. Henkel joined in
said lawsuit as a plaintiff in January 1996. Specifically, OxyChem and Henkel
are seeking a declaration that the Company is required to indemnify them for
50% of certain environmental costs incurred on projects involving remedial
activities relating to chemical plant sites or other property used in
connection with the business of Chemicals on the Closing Date which relate to,
result from or arise out of conditions, events or circumstances discovered by
OxyChem or Henkel and as to which the Company is provided written notice by
OxyChem or Henkel prior to the expiration of ten years following the Closing
Date, irrespective of when OxyChem or Henkel incurs and gives notice of such
costs, subject to an aggregate $75 million cap. The court denied the Company's
motion for summary judgment and granted OxyChem's and Henkel's joint motion
for summary judgment, thereby granting OxyChem and Henkel the declaration they
sought. The Company believes the court's orders are erroneous and has
appealed.
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The Company has established reserves based on its 50% share of remaining
costs expected to be paid or incurred by OxyChem and Henkel prior to September
4, 1996, the tenth anniversary of the Closing Date. As of December 31, 1996,
the Company and CLH on its behalf had paid OxyChem and Henkel a total of
approximately $42 million against the $"75 million cap and, based on OxyChem's
and Henkel's historical annual expenditures, the Company had approximately $4
million reserved. The Company cannot predict with any certainty what portion
of the approximately $29 million unreserved portion of the $33 million amount
remaining at December 31, 1996, OxyChem and Henkel may incur; however, OxyChem
and Henkel have asserted in court that the entire amount will be spent. In the
event that the Company does not prevail in its appeal, it could be required to
pay up to approximately $29 million in additional costs which have not been
reserved related to this indemnification. CLH has assumed, pursuant to the
Assumption, responsibility for this litigation.

The Company has established reserves for legal contingencies in situations
where a loss is probable and can be reasonably estimated.

Future Outlook

Maxus currently projects total program spending (capital expenditures plus
exploration expenses) for 1997 to be approximately $221 million, compared to
$233 million in 1996. The planned allocation is Indonesia $110 million,
Midgard (U.S.) $66 million, Ecuador $26 million and domestic and overseas new
ventures $19 million. Funding for the 1997 spending program is expected to be
provided by cash from operations and cash advances from YPF as necessary. In
addition to the 1997 program, Maxus has financial and/or performance
commitments for exploration and development activities in 1998 and beyond,
none of which are material.

Midgard has signed a letter of intent with Amoco Production Company
("Amoco") concerning the establishment of a partnership with regard to
Midgard's business and assets. It is anticipated that Midgard and Amoco will
each contribute to the partnership oil and gas properties in the Texas
Panhandle and western Oklahoma and that Amoco will contribute certain other
assets. Midgard and Amoco have commenced negotiations of definitive agreements
covering the partnership. However, no definitive agreements have been entered
into, and consequently no assurances can be given that the attempts to
establish the partnership will be successful. In addition to the general
reorganization discussed in "Significant Events 1996" above, Maxus is
continuing to consider a number of possible capital and business restructuring
alternatives; however, no decisions have been made to take any additional
specific action nor can there be any assurance that any specific action will
be taken.

The Company's foreign petroleum exploration, development and production
activities are subject to political and economic uncertainties, expropriation
of property and cancellation or modification of contract rights, foreign
exchange restrictions and other risks arising out of foreign governmental
sovereignty over the areas in which the Company's operations are conducted, as
well as risks of los« in some countries due to changes in governments, civil
strife, guerrilla activities and insurrection. Areas in which the Company has
significant operations include the United States, Indonesia and Ecuador.
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On August 10, 1996, a new Government was inaugurated in Ecuador and on
August 20, 1996, the new Energy Minister announced his intention to cancel the
Company's risk service contract unless the Company and the other members of
its consortium for the Block 16 project ("Block 16") agreed to convert such
contract into a production sharing contract. Effective January 1, 1997, the
Company and the Government entered into a new contract governing Block 16. The
principal difference between the two contracts is the manner in which the
consortium's costs in the Block are recovered. Under the former contract, the
Company had the right to recover its investment before the Government began to
share in significant proceeds from the sale of production; under the new
contract, the Government receives a royalty, and the Company's recovery of its
investment is out of the proceeds after deducting such royalty. Previous
Governments had signaled their dissatisfaction with the former arrangement and
in recent years a series of auditing, contract administration and
certification of new field disputes had arisen that made it increasingly
difficult to develop Block 16. Partly in response to these difficulties, the
Company reduced its 1996 program spending on Block 16 to $17 million from $32
million in 1995.
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The new contract also resolves certain outstanding disputes and amends the
prior agreement in various other ways, some of which are expected to
significantly improve the Company's current and future operating costs. The
Company believes that the new contract permits the Company to go forward with
the development of Block 16 and permits it to do so on a more cost-effective
basis, subject to the eventual permanent increase of pipeline capacity
discussed below. Based on the terms of the newly approved contract and events
which have transpired since such approval, no write down of carrying value of
the Block is required. During 1996, pipeline capacity available to the Company
was sufficient to transport only about 60 to 80% of the oil which the Company
produced daily in Ecuador. Due to the decreased usage by PetroEcuador,
however, pipeline capacity has presently been available to transport close to
100% of the oil which the Company produces daily. It is not known whether this
availability is temporary and, if permanent, whether it will be adequate to
accommodate expected increased production in mid-1997. Additionally, the
Ecuadorian Government has announced its intention to solicit bids in early
1997 for the construction of a new pipeline system and expects completion of
the pipeline within :.8 to 24 months from the date of execution of a contract.
It is unknown what inpact, if any, a recent change in the country's political
leadership will have on these plans to solicit such bids.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.

The information required by this item appears on pages F-l to F-23 and F-27
to F-70 of this report.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE,

Inapplicable.

PART III

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT.

Executive Officers of the Company

The following table; sets forth certain information as of March 1, 1997
concerning the executive officers of the Company.

<TABLE>
<CAPTION>

SERVED
AS AN
OFFICER

NAME POSITION WITH THE COMPANY SINCE

Roberto Monti President and Chief Executive Officer 1995
W. Mark Miller Executive Vice President and Treasure 1995
Michael C. Forrest Senior Vice President 1992
David A. Wadsworth Vice President, Legal 1995
Linda R. Engelbrecht Controller 1995

</TABLE>

Officers are elected annually by the Board of Directors (sometimes referred

Non-Responsive
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to as the "Board") and may be removed any time by the Board. There are no
family relationships among the executive officers listed and there are no
arrangements or understandings with third parties pursuant to which any of
them were elected as officers. Certain information regarding the principal
occupations and employment of each of the officers named above during the
prior five years is set forth below.

* YPF, the Company's indirect parent company, has announced that Mr. Monti
will be presented for election as CEO and executive vice president of YPF as
of April 30, 1997. Mario B. Rosso is expected to be nominated as president
and chief executive officer of Maxus effective as of Mr. Monti's assumption
of such position with YPF, and since February 15, 1997 during Mr. Monti's
absence, Mr. Rosso acts as chief executive officer. Mr. Rosso, age 55, joined
the Company as general manager of the Company's Indonesian operations, the
position he currently holds, on May 1, 1996. Prior to joining the Company,
Mr. Rosso was Vice President, Worldwide Operations of GeoQuest, an
exploration and production software products and information technology
services division of Schlumberger Limited.
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Mr. Monti was elected President and Chief Executive Officer and a director
of the Company in 1995. Prior to joining Maxus, Mr. Monti served as the
President of Dowell, a division of Schlumberger Limited. Since joining the
oilfield services company in 1963, Mr. Monti has held various positions with
Schlumberger, including president and vice president of various divisions or
subsidiaries.

Mr. Miller was elected Executive Vice President and Treasurer of the Company
in 1995. Mr. Miller joined a former subsidiary of Maxus in 1981 as Manager,
Taxes and has held various positions with the Company since such time,
including Director, Kxploration and Production Taxes; Director, Operations
Auditing; General Manager, Indonesia; and Vice President of the Company.

Mr. Forrest joined the Company in 1992 as special assistant to the Chairman
and later that year was elected Vice Chairman and Chief Operating Officer.
Prior to 1992, he wa:i with Shell U.S.A. for more than five years, last serving
as President of its subsidiary, Pecten International Company. Mr. Forrest was
named Senior Vice President, Business Development of the Company in 1994. Mr.
Forrest has been a Senior Vice President of the Company since 1994.

Mr. Wadsworth was elected Vice President, Legal of the Company in 1995. Mr.
Wadsworth joined Natomas Company, a former subsidiary of Maxus, in 1979. He
has served in various positions with the Company, including Associate General
Counsel and Corporate Secretary, since such time.

Mrs. Engelbrecht was elected Controller of the Company in 1995. She joined a
former subsidiary of the Company in 1978 as a financial associate and has held
various positions with the Company, including Director of Financial Reporting
and Assistant Controller, since such time.

Directors of the Company

Certain information regarding each director, including his age, is set forth
below. Each director is elected at the annual meeting of stockholders for a
term of one year.

CHARLES L. BLAC:KBUI.N: , a director of the Company since 1986. For more
than five years prior to his retirement in 1995, he was also the Chairman,
President and Chief Executive Officer of Maxus. He is currently an
international consultant for the Company. Mr. Blackburn also serves as a
director of Lone Star Technologies, Inc. and Landmark Graphics Corporation.

CEDRIC BRIDGER: , a director of the Company since 1995. Mr. Bridger has
been Vice President, Finance and Corporate Development of YPF since 1992. From
1989 to 1992, he was employed by CBV Industrias Mecanicas in Brazil, last
serving as Marketing Manager. Previously, he was associated with Hughes Tool
Company from 1964 to 1989.

GEORGE L. JACKSON: , a director of the Company since 1987. Mr. Jackson has
been an oil field service consultant for more than five years.

NELLS LEON: , a director of the Company since 1995. Mr. Leon has been a
director of YPF since 1991 and was elected President of YPF in 1995. He has
been associated with YPF since 1990, serving as Executive Vice President. He
wis Vice President of Operations of Sol Petroleo S.A. from 1987 to 1990.

JAMES R. LESCH:  a director of the Company since 1995. Mr. Lesch has been

Non-Responsive

Non-Responsive

Non-Responsive

Non-Responsive

Non-Responsive
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a director of YFF since 1993. He is cu itly retired, having retired from
Hughes Tool Company in 1986. He was Chief Executive Officer (1979-1986) and
Chairman of the Board (1981-1986) of Hughes Tool Company and also served as
Commissioner, State of Texas Department of Commerce (1988-1992). Previously,
he served as Director of the American Petroleum Institute. Mr. Lesch also
serves as a director of TransTexas Gas Corporation.

ROBERTO MONTI: , a director. President and Chief Executive Officer of the
Company since 1995. Prior to such time, Mr. Monti had been employed since 1963
by Schlumberger Limited, an oil field services company, in
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various capacities. He most recently served as President of Dowell, a division
of Schlumberger Limited. Mr. Monti is an alternate director of YPF.

P. DEXTER PEACOCK: , a director of the Company since 1995. Mr. Peacock has
been a partner of the law firm of Andrews & Kurth L.L.P. since 1975. He is a
member of the firm's Management Committee. He currently serves as a director
of Texas Commerce Baik National Association and as an alternate director of
YPF.

R. A. WALKER:  .1 director of the Company since 1994. He is a Managing
Director of Prudenti.il Capital Group and a Vice President of The Prudential
Insurance Company of America ("Prudential") . Mr. Walker has held similar
positions with Prudential Capital Group for the past five years. He was
originally elected to the Board of Directors of Maxus by Prudential pursuant
to the terms of the :?9.75 Preferred Stock.

ITEM 11. EXECUTIVE COMPENSATION.

DIRECTOR COMPENSATION

The Company pays each director who is not an employee of the Company or YPF
(other than Mr. Blackburn) an annual retainer of $20,000 and a fee of $1,000
for each meeting of the Board attended and for each committee meeting
attended. Under the terms of Mr. Blackburn's consulting agreement with the
Company, he will not be entitled to such compensation paid to other non-
employee Directors for so long as he remains an international consultant to
the Company. See — "Enployment Contracts and Termination of Employment and
Change in Control Agreements."

EXECUTIVE OFFICER COMPENSATION

The following tables set forth compensation awarded to, earned by or paid to
the executive officers named below in 1994, 1995 and 1996.

<TABLE>
<CAPTION>

SUMMARY COMPENSATION TABLE

ANNUAL COMPENSATION
LONG TERM
COMPENSATION

NAME AND
PRINCIPAL POSITION YEAR

SALARY
($)

SECURITIES
UNDERLYING ALL OTHER

BONUS OPTIONS/SARS COMPENSATION

($) (#) ($)

Roberto Monti
President and Chief Ex-
ecutive Officer

1996 800,004

W. Mark Miller
Executive Vice Presi-
dent and Treasurer

Michael C. Forrest
Senior Vice President

1995
1994
1996

David A. Wadsworth
Vice President, Legal

Linda R. Engelbrecht...
Controller

</TABLE>

302,052(2)
N/A

180,000

1995
1994
1996
1995
1994
1996
1995
1994
1996
1995
1994

174,900
N/A

175,008
261,016
304,020
164,448
155,640

N/A
132,000
119,910

N/A

1,460

30,000(3)
N/A

67,250

60,000
N/A

62,713
60,000
100,000
63,950
52,000

N/A
51,460
36,000

N/A

35,477(4)

0
N/A

7,982(4)

0
N/A

7,761(4)
0

65,000
0
0

N/A
0
0

N/A

48,000(1)

10,923(1)
N/A

87,392(5)

87,086(6)
N/A

192,602(7)
1,291,032(8)

18,241(1)
9,869(1)
9,338(1)
N/A

7,920(1)
7,195(1)
N/A

Non-Responsive

Non-Responsive

Non-Responsive
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(1) These payments represent the Company's matching contributions to this
individual's qualified and non-qualified savings plans' accounts.

(2) Mr. Monti became a consultant, officer and director of the Company on
August 21, 1995, and an employee of the Company on October 9, 1995. He
received $120,000 of this amount from YPF in respect of his serving as
President and Ch:.ef Executive Officer of the Company prior to the date on
which he became an employee.

(3) Mr. Monti was pa:.d this amount as a signing bonus upon commencement of his
employment with the Company.

(4) Effective July 1, 1996, Messrs. Monti, Miller and Forrest were granted
stock appreciation rights ("SARs") pursuant to the Maxus Energy
Corporation Stock Appreciation Rights Plan (the "Probac") as indicated.
The securities underlying the SARs granted pursuant to the Probac are
YPF's Class D shares. Each such SAR represents the right to receive in
cash on the exercise dates the amount, if any, by which the value of the
YPF Class D shares on such exercise dates exceeds the "Initial Value"
thereof as defined in the Probac, not to exceed 100%. The SARs are
automatically exercised without any action by the holders in equal one-
thirds on the thi.rd, fourth and fifth anniversaries of the grant date of
such SARs. Under the Probac, holders of SARs do not acquire any right to
receive YPF Class D shares; SARs are payable in cash only.

(5) $76,592 of this amount represents a payment made in accordance with Mr.
Miller's employment agreement (see — "Employment Contracts, Termination of
Employment and Change in Control Agreements"), and $10,800 represents the
Company's matching contribution to Mr. Miller's qualified and non-
qualified savings; plan account.

(6) $76,592 of this amount represents a payment made in accordance with Mr.
Miller's employment agreement (see — "Employment Contracts, Termination of
Employment and Change in Control Agreements"), and $10,494 of such amount
represents the Company's matching contribution to Mr. Miller's qualified
and non-qualified savings plan accounts.

(7) $182,102 of this amount represents payment in 1996 with respect to the
surrender in 1995 pursuant to the terms of the Merger Agreement of options
and SARs held by Mr. Forrest (see "Aggregated Option/SAR Exercises in the
Last Fiscal Year and FY-End Option/SAR Values") and $10,500 represents the
Company's matching contributions to Mr. Forrest's qualified and non-
qualified savings plans' account.

(8) $1,075,383 of this amount represents a payment made in accordance with Mr.
Forrest's change in control agreement (see — "Employment Contracts,
Termination of Employment and Change in Control Agreements"); $199,988
represents payment in respect of the surrender pursuant to the terms of
the Merger Agreement of options and SARS held by Mr. Forrest; and $15,661
of such amount represents the Company's matching contributions to Mr.
Forrest's qualified and non-qualified savings plan accounts.
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OPTION/SAR GRANTS IN LAST FISCAL YEAR

<TABLE>
<CAPTION>

NAME

INDIVIDUAL GRANTS (1)

NUMBER OF PERCENT OF TOTAL
SECURITIES OPTIONS/SARS
UNDERLYING GRANTED TO

OPTIONS/SARS EMPLOYEES IN EXERCISE OF BASE
GRANTED (#) FISCAL YEAR PRICE ($/SH)

GRANT DATE PRESENT
VALUE

EXPIRATION DATE $(2)

Roberto Monti 35,477
W. Mark Miller. 7,982
Michael C. Forrest 7,761
David A. Wadsworth 0
Linda R. Engelbrecht.... 0
</TABLE>

44.8%
10.1%
9.8%
N/A
N/A

$22.55
$22.55
$22.55

N/A
N/A

7/01/01
7/01/01
7/01/01

N/A
N/A

164,252.87
36,955.39
35,932.20

N/A
N/A
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(1) Effective July 1, 1996, Messrs. Monti, Miller and Forrest were granted
SARs pursuant to the Probac. The securities underlying the SARs granted
pursuant to the :?robac are YPF's Class D shares. Each such SAR represents
the right to receive in cash on the exercise dates the amount, if any, by
which the value of the YPF Class D shares on such exercise dates exceeds
the "Initial Value" thereof as defined in the Probac, not to exceed 100%.
The SARs are automatically exercised without any action by the holders in
equal one-thirds on the third, fourth and fifth anniversaries of the grant
date of such SAR;3. Under the Probac, holders of SARs do not acquire any
right to receive YPF Class D shares; SARs are payable in cash only.

(2) The grant date present value was determined using a variation of the
Black-Sholes option pricing model. In determining such value, the expected
volatility of this YPF Class D shares was assumed to be 24%, the risk-free
rate of return was based on zero-coupon Treasury yields as listed in "The
Wall Street Journal" on July 1, 1996 for close of trading activity on July
1, 1996 (range from 6.4% to 6.6%), dividend yield was assumed to be 3.6%,
and the time of exercise was assumed to be, as to one-third of the SARs
granted on a particular date, the third, fourth and fifth anniversaries of
such grant date. No adjustments were made for non-transferability or risk
of forfeiture.

AGGREGATED OPTION/SAR EXERCISES IN THE LAST FISCAL YEAR
AND FY-END OPTION/SAR VALUES

<TABLE>
<CAPTION>

NAME

SHARES
ACQUIRED

ON VALUE
EXERCISE REALIZED

(«) (5)

NUMBER OF
SECURITIES VALUE OF
UNDERLYING UNEXERCISED
UNEXERCISED IN-THE-MONEY

OPTIONS/SARS AT OPTIONS/SARS
FY-END (#) AT FY-END {$)
EXERCISABLE/ EXERCISABLE/
UNEXERCISABLE UNEXERCISABLE

Roberto Monti ........
W. Mark Miller .......
Michael C. Forrest...
David A. Wadsworth.. .
Linda R. Engelbrecht.
<:/TABLE>

0
0
0
0
0

0
0

182,102*
0
0

>
0/0
0/0
0/0
0/0
0/0

0/0
0/0
0/0
0/0
0/0

* Although Mr. Forrest surrendered all of his options and SARs in 1995,
payment was not made in 1995 by the Company with respect to a certain number
of such options and SARs due to then pending tax and other questions. Such
questions have been resolved and Mr. Forrest received this amount in 1996 for
his surrendered options and SARs.
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EMPLOYMENT CONTRACTS AND TERMINATION OF EMPLOYMENT AND CHANGE IN CONTROL
AGREEMENTS

The Company entered into an agreement effective July 1, 1995 in replacement
of a change in control agreement (discussed below under Change in Control
Agreements) dated November 1, 1991 with Mr. Miller, Executive Vice President
and Treasurer of the Company, under which Mr. Miller is to be employed for a
term of four years from July 1, 1995 at not less than his then-current salary,
plus an annual bonus not less than the amount of the largest bonus paid to Mr.
Miller in respect of the years 1992, 1993 or 1994, and a "sign-on" bonus in
the amount of $76,592. In addition, a "stay on" bonus in the amount of $76,592
is payable under this agreement on each of July 1, 1996, 1997 and 1998
provided, as to each such "stay on" bonus, that Mr. Miller continues to be an
employee of the Company on the respective payment date. Under the agreement,
in the event that Mr. Miller's employment is terminated under certain
circumstances, severance compensation will be paid to Mr. Miller as specified
therein.

In December 1995, the Company entered an agreement with Mr. Monti, a
director and the President and Chief Executive Officer of the Company,
pursuant to which his Foreign Service Pay, as defined in such agreement,
payable with respect to services rendered from and after January 1, 1996 will
be credited by the Company to a deferral account which will bear interest at a
specified rate and the balance of which will be paid to Mr. Monti under
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certain circumstances, including termi -ion of his employment with the
Company.

Mr. Blackburn, a director and formerly the Chairman, President and Chief
Executive Officer of the Company, became an international consultant during
1995 to YPF pursuant to a consulting agreement which was subsequently assigned
to the Company. Under the two-year contract, Mr. Blackburn will be available
to render consulting services for a minimum of 60 days per year and be paid a
retainer of $180,000 per year. Mr. Blackburn will be paid $3,000 per day for
each day of consulting provided in excess of 60 days per year. Office space is
made available to him in Dallas and Buenos Aires. During 1996, Mr. Blackburn
was paid a total of :?180,000 under the terms of this contract which expires
April 30, 1997.

Termination of Employment Agreements. In August 1995, the Company entered
into an agreement wi-;h Mr. Monti under which he will receive a severance
payment from the Company in the amount of $3 million in the event that his
employment with the Company is terminated (i) by Mr. Monti or the Company for
reason of death or disability; (iii) by the Company other than for cause;
(iii) by Mr. Monti for any reason within six months following a take-over
(other than to accep" employment with YPF); and (iv) by Mr. Monti for any
reason after reaching age 65.

Separation Pay Plan. Under the Separation Pay Plan, most employees (other
than non-resident aliens), excluding Mr. Monti (who has waived any rights
thereunder) but including the other named executive officers, are eligible for
separation pay if their employment is terminated for any reason other than
death, voluntary termination of employment, voluntary retirement or discharge
for reasons of criminal activity, willful misconduct, gross negligence in the
performance of duties or violation of Company policy. The payment to be
received under the plan by a particular employee depends on his job
classification and length of service and whether termination occurs after the
elimination of the employee's position or a change in control of the Company
(as defined in the plan). In the case of the named executive officers, the
plan provides in most cases for separation pay in an amount equal to two-
weeks ' base pay for each year of service with the Company, plus three months'
base pay, not to exceed a maximum of 12 months' base pay; and, in the case of
a change in control of the Company, separation pay in an amount equal to one
month's base pay for each year of service with the Company, but not less than
12 months' base pay nor more than 24 months' base pay. The plan requires that
employees sign releases as a condition of receiving separation pay. Executive
officers are not entitled to separation pay under the plan to the extent they
receive severance payments under the change in control agreements discussed
below or employment contracts discussed above.

Change in Control Agreements. In 1987 or thereafter, the Company entered
into agreements with certain executive officers including Messrs. Forrest and
Miller which were binding upon execution but were to become operative on a
change of control of the Company. Pursuant to the terms of said agreements,
they became operative when YPF acquired control of the Company.
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Under these agreements, the executive officer was entitled to continue in
the employ of the Company until the earlier of the expiration of the third
anniversary of the occurrence of a "change in control" or the executive's
death at an annual base salary of not less than the rate in effect upon the
occurrence of a chanqe in control plus an incentive award of not less than the
highest such award received by the executive for any year in the three
calendar years immediately preceding the change in control. In the event the
Company terminates the executive's employment during such term without cause,
the executive will be entitled to receive as severance compensation a lump-sum
payment equal to the present value of the cash compensation payable under the
agreement in the absence of such termination, not to exceed 299% of his "base
amount" as defined in the Internal Revenue Code of 1986, as amended (the
"Code"), without any reduction for subsequent earnings.

In April 1995, all of the Company's then executive officers, including Mr.
Forrest, gave notice of their intent to resign under circumstances in which
they had the right to receive severance payments under the change in control
agreements, and the Company paid the prescribed severance amounts. Mr. Forrest
subsequently agreed ':o continue in the employment of the Company as an "at
will" employee at a reduced salary.

RETIREMENT PROGRAM

Effective February 1, 1987, the Company adopted a new retirement income plan
Ithe "New Retirement Income Plan") applicable to most of its employees to
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replace the Company" s former retiremet. .ncome plans under which such
employees ceased to accrue benefits on January 31, 1987. Under the New
Retirement Income Plan, a covered employee acquires a right upon retirement to
a yearly amount equal to 2% of the employee's earnings during each year from
February 1, 1987 forward (rather than on final compensation or average final
compensation) without offset for social security benefits. Benefits under the
New Retirement Income Plan become vested after five years of service. Benefits
may be paid in equal monthly installments, starting on the date of retirement
and continuing until death, or employees may select one of a number of
optional forms of payment having equal actuarial value as provided in the
plan. The benefits payable under the New Retirement Income Plan are subject to
maximum limitations under the Employee Retirement Income Security Act of 1974,
cis amended ("ERISA") , and the Code. In the case of the named executives, if
benefits at the time of retirement exceed the then permissible limits of such
statutes, the excess would be paid by the Company from the "SERF" described
below.

The Company has an unfunded Supplemental Executive Retirement Plan (the
"SERP") that provides additional benefits to the Company's highest ranking
officer, the other named executives and to certain executive employees
designated by the highest ranking officer. Under the SERP, a participant
acquires the right to a lump sum amount upon retirement which is the actuarial
equivalent of a straight life or, if married, a 50% joint and survivor annuity
payable monthly in an amount equal to (a) the sum of (i) 1.6% of the
participant's average monthly compensation in 1986 times his years of service
through January 31, 1987, plus (ii) 2% of the participant's average monthly
compensation after January 31, 1987 times his years of service after January
31, 1987 plus an additional five years less (b) the amount of the benefits
calculated for such participant under the Company's other retirement plans.
The maximum benefit payable is 60% of the participant's high three-year
average pay. The amounts calculated under the SERP are not subject to any
reduction for Social Security and are not determined primarily by final
compensation or average final compensation and years of service. If a
participant dies whiiLe still employed by the Company and is survived by an
eligible spouse, the surviving spouse will receive a lump-sum payment equal to
the present value of one-half of the benefit which would have been payable to
the participant at his normal retirement age under the SERP assuming the
participant had terminated employment with the Company at the time of his
death with a vested interest under the SERP and that the participant survived
to his normal retirement age. In the case of retirement after age 55 but
before age 60, the supplemental retirement benefits generally will be reduced
by 5% for each year that the employee's actual retirement date precedes age
60. The benefits provided under the plan will vest upon completion of five
years of service or attainment of age 55.

The estimated annual benefits payable upon retirement at normal retirement
age (or January 1, 1997 in those cases in which the participant's age on that
date was greater than normal retirement age) under the Company's
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retirement plans as supplemented by the SERP based on service and compensation
through December 31, 1996 for the executive officers named in the compensation
table are as follows: Mr. Monti —598,668, Mr. Miller—$50,687, Mr. Forrest —
$63,622, Mr. Wadsworth—$56,356 and Mrs. Engelbrecht—$36, 956.

Whether any amounts: actually become payable in whole or in part depends on
the contingencies and conditions governing the applicable retirement plan.

COMPENSATION COMMITTED INTERLOCKS AND INSIDER PARTICIPATION

During 1996, the Compensation Committee of the Board of Directors consisted
of Nells Leon, Cedric Bridger and James R. Lesch.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT.

BENEFICIAL OWNERSHIP OF SECURITIES

The following table sets forth the beneficial ownership (as defined in the
rules of the Securities and Exchange Commission) as of February 1, 1997 of the
equity securities; of the Company and YPF by the directors, the named executive
officers and all directors and executive officers as a group. At such date,
none of the directors, or executive officers beneficially owned any $2.50
Preferred Stock.
<TABLE>
<CAPTION>

AMOUNT AND NATURE
OF SECURITIES



NAME OF BENEFICIAL OWNER TITLE OF SECURITY
BENEFICIALLY

OWNED
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C. L. Blackburn Common Stock..
YPF Class "D".

Cedric Bridger Common Stock. .
YPF Class "D".

Linda R. Engelbrecht Common Stock. .
YPF Class "D".

Michael C. Forrest Common Stock. .
YPF Class "D".

George L. Jackson Common Stock. .
YPF Class "D".

Nells Leon Common Stock. .
YPF Class "D".

James R. Lesch Common Stock..
YPF Class "D".

W. Mark Miller Common Stock..
YPF Class "D".

Roberto Monti Common Stock..
YPF Class "D".

P. Dexter Peacock Common Stock. .
YPF Class "D".

David A. Wadsworth Common Stock..
YPF Class "D".

R. A. Walker Common Stock. .
YPF Class "D".

Directors and Executive Officers as
a group Common Stock. .

YPF Class "D".
<:/TABLE>

0
0
0(1)

3,942
0
0
0

4,000
0
0
0(1)
0(2)
0(1)

2,000
0
0
0(1)
0
0(1)
0
0
0
0
0

0(1) (3)
9,942(2) (3)

(1) Does not include Common Stock owned by YPF, as to which each of Messrs.
Bridger, Leon, L(2sch, Monti and Peacock disclaim any beneficial ownership.

(2) Does not include 347 YPF Class "D" shares owned by Mr. Leon's wife, as to
which Mr. Leon disclaims any beneficial ownership.

(3) Directors and executive officers as a group owned no Common Stock and less
than 1% of the YPF Class "D" shares.
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To the knowledge o:f the Company, as of February 1, 1997, no person
beneficially owned more than 5% of any class of the Company's voting
securities except as set forth below:

<TABLE>
<CAPTION>

NAME AND ADDRESS OF BENEFICIAL OWNER TITLE OF CLASS

AMOUNT AND
NATURE OF

SHARES
BENEFICIALLY

OWNED
PERCENT
OF CLASS

YPF Sociedad Anonima
Avenida Pte. Roque
Saenz Pena 777
1364 Buenos Aires
Argentina
Kidder, Peabody Group Inc.
10 Hanover Square
New York, New York 10005
</TABLE>

Common Stock 147,246,135

Common Stock 8,000,000(1)

100%

5.2%

(1) Kidder, Peabody Group Inc. ("Kidder") reported on Schedule 13D dated
October 10, 1992 that it owns 8,000,000 warrants, each representing the
right to purchase from the Company at any time prior to 5:00 p.m. on
October 10, 1997 one share of Common Stock at a price of $13.00 per share.
The 8,000,000 shares of Common Stock reported as beneficially owned by
Kidder result from the assumed exercise of all 8,000,000 of such warrants.
According to said Schedule 13D, General Electric Company is the indirect
parent of Kidder. The information herein regarding such shares assumes
that Kidder's beneficial ownership thereof had not changed as of February
1, 1997 and is included herein in reliance on such filing, except that the
percent of class is based upon the Company's calculations made in reliance
upon the information regarding such shares contained in such filing.
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ITEM 13. CERTAIN RELATIONSHIPS AND REi ,D TRANSACTIONS.

The Company has business transactions and relationships in the ordinary
course of business with unaffiliated corporations and institutions with which
certain of its directors, executive officers and substantial stockholders are
affiliated, including the transactions discussed below. All such transactions
are conducted on an arm's length basis.

On July 1, 1996, Maxus International Energy Company ("Seller"), a wholly
owned subsidiary of Maxus, sold all of the issued and outstanding stock of its
wholly owned subsidiary, YPF International Ltd. ("International"), to YPF, the
indirect parent of YPF Holdings, Inc., the owner of all of the issued and
outstanding capital stock of Maxus. As of September 1, 1996, Seller sold all
of the capital stock of Maxus Guarapiche Ltd., a wholly owned subsidiary of
Maxus, to International. As of August 1, 1996, Maxus transferred certain
liabilities related to environmental matters to Chemical Land Holdings, Inc.
("CLH"), an indirect wholly owned subsidiary of YPF. In connection with the
transfer, CLH assumed (the "Assumption") the liabilities so transferred and
YPF committed to contribute to the capital of CLH up to the amount of $108
million to enable CLH to satisfy its obligations under the Assumption. For a
further discussion of these transactions, see "Item 1. Business and
Properties—General Reorganization." During 1996 and in the ordinary course of
its business, the Company sold electrical generators to YPF for $5.4 million.

During the twelve months ended December 31, 1996, YPF made capital
contributions to the Company in the aggregate amount of $64 million pursuant
to the terms of the Keepwell Covenant (see "Item 7. Management's Discussion
and Analysis of Financial Condition and Results of Operations—Liquidity and
Capital Resources"). It is not anticipated that YPF will be required to make
capital contributions to the Company in 1997. However, should such capital
contributions be required during 1997, they will be credited to YPF's
obligations under the Keepwell Covenant and will entitle YPF to shares of
Common Stock. In addition, YPF made capital contributions to CLH in 1996 in
the amount of $8 million to enable CLH to perform its obligations under the
Assumption, and it is anticipated that YPF could be required to make capital
contributions in 1997 to CLH totalling $25 million to $50 million.
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At December 31, 1996, advances to the Company from YPF were $182 million.
Based on 1997 projections, the Company anticipates that YPF will make cash
advances of approximately $150 to $200 million to the Company during 1997. The
Company and YPF entered into a loan agreement ("Loan Agreement") during 1996
to facilitate short-term loans by YPF to the Company and short-term loans by
the Company to YPF of excess cash balances. At December 31, 1996, there were
no loans outstanding under the Loan Agreement. It is expected that loans will
be made by the parties under the Loan Agreement during 1997, and while the
number and amounts thereof are not presently known, it is expected that they
will aggregate in excess of $60,000.

Mr. Peacock, a director of the Company, is a partner in the law firm of
Andrews & Kurth L.L.P. Andrews & Kurth provided certain legal services to the
Company, the fees for which the Company paid the firm approximately $1.4
million in 1996. It is anticipated that Andrews & Kurth will continue to
provide legal servicss to the Company during 1997 and that the fees for such
services will be somswhat lower.

During 1996, the Company and YPF entered into a services agreement
("Services Agreement") whereby the Company would render or arrange for
services to be rendered to or for the benefit of YPF and YPF would render or
arrange for services to be rendered to or for the benefit of the Company, and
each party would be compensated on the basis of the cost to them of such
services. During 1996, the Company did not render services to YPF under the
Services Agreement. It is expected that the parties will render services to
each other during 1997. The cost of these services is not presently known, but
it is expected that it will exceed $60,000.

During 1996, Prudential was the record or beneficial owner of more than 5%
of one or more of the classes of the Company's voting securities. Mr. Walker,
an officer of Prudential, was elected as a director of the Company by
Prudential as holder of all of the $9.75 Preferred Stock and pursuant to the
terms thereof. The Company offers its employees the opportunity to participate
in medical programs administered by Prudential. In addition, Prudential
provides services and coverages relating to pension and life insurance
programs for retired employees of Gateway Coal Company, a partnership owned by
the Company. During 1996, the Company paid Prudential approximately $200,000
for these services. The Company and Prudential have agreed that Prudential
will continue to perform such services during 1997 and anticipate that the
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fees for the year will be somewhat hig. ..

PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K.

(a)Documents filed as part of this report:

(1) Financial Statements—The following financial statements appear on
pages F-l through F-23 and pages F-25 through F-70 of this report.

Consolidated Statement of Operations for the three months ended
March 31, 1995 and the year ended December 31, 1994.

Consolidatd Balance Sheet at March 31, 1995.

Consolidated Statement of Cash Flows for the three months ended
March 31, 1995 and the year ended December 31, 1994.

Notes to Consolidated Financial Statements.

Report of Independent Public Accountants—Arthur Andersen LLP.

Report of Independent Public Accountants—Price Waterhouse LLP.

Financial Supplementary Information (unaudited).

Consolidated Statement of Operations for the twelve months ended
December 31, 1996 and the nine months ended December 31, 1995.

Consolidated Balance Sheet at December 31, 1996 and 1995.

Consolidated Statement of Cash Flows for the twelve months ended
December 31, 1996 and the nine months ended December 31, 1995.

Notes to Consolidated Financial Statements.

Financial Supplementary Information (unaudited).

Quarterly Data (unaudited).

(2) Financial Statement Schedules.

None
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Condensed parent company financial information has been omitted, since the
amount of restricted net assets of consolidated subsidiaries does not exceed
25% of total consolidated net assets. Also, footnote disclosure regarding
restrictions on the ability of both consolidated and unconsolidated
subsidiaries to transfer funds to the parent company has been omitted since
the amount of such restrictions does not exceed 25% of total consolidated net
assets.

(3) Exhibits.

Each document marked by an asterisk is incorporated herein by reference to
the designated document previously filed with the Securities and Exchange
Commission (the "Commission"). Each of Exhibits Nos. 10.1 through 10.23 is a
management contract or compensatory plan, contract or arrangement required to
be filed as an exhibit hereto by Item 14 (c) of Form 10-K.

3(i) —Restated Certificate of Incorporation of the Company, filed
herewith.

3(ii) —By-Laws of the Company (Exhibit 3(ii).2 to the Company's
Quarterly Report on Form 10-Q for the quarter ended September
30, 1995).*

4.1 —Indenture dated as of April 1, 1978 between Diamond Shamrock
Corporation ("Diamond") and Mellon Bank, N.A. relating to
Diamond's $150,000,000 8 1/2% Sinking Fund Debentures due April
1, 2008 (Exhibit 4.1 to the Company's Annual Report on Form 10-K
for the year ended December 31, 1992 [the "1992 Form 10-K"]).*



4.2 — First Supplemental Inde. .re dated as of January 26, 1984 among
the Company, Diamond Shamrock Chemicals Company ("Chemicals")
and Mellon Bank, N.A. supplementing the Indenture described in
Exhibit: 4.1 above (Exhibit 4.2 to the 1992 Form 10-K).*

4.3 — Tri Party Agreement dated January 24, 1993 appointing Chemical
Bank as successor trustee under the Indenture described in
Exhibit: 4.1 above (Exhibit 4.3 to the Company's Current Report
on Form 8-K dated January 12, 1994 [the "January 12 Form 8-
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4.4

4.5

4.6

4.7

4.8

4.9

4.10

<:PAGE>

4.11

4.12

4.13

4.14

4.15

4.16

— Indenture dated as of May 1, 1983 between Diamond and The Bank
of New York, successor in interest to NationsBank of Texas,
N.A., siuccessor trustee to Mellon Bank, N.A. relating to
unspecified Debt Securities of Diamond (Exhibit 4.4 to the 1992
Form 10-K) .*

— Resolutions of the Board of Directors of Diamond supplementing
the Indenture described in Exhibit 4 . 4 above and establishing
terms and conditions of Diamond's $150,000,000 11 1/4% Sinking
Fund Debentures due May 1, 2013 (Exhibit 4 . 5 to the 1992 Form
10-K) ."

— First Supplemental Indenture dated as of January 26, 1984 among
the Company, Chemicals and Mellon Bank, N.A. supplementing the
Indenture and the resolutions described in Exhibits 4.4 and 4.5,
respectively, above (Exhibit 4 . 6 to the 1992 Form 10-K).*

— Tri Party Agreement dated January 12, 1994 appointing
NationuBank of Texas, N.A. as successor trustee under the
Indenture described in Exhibit 4.4 above (Exhibit 4.1 to the
January 12 Form 8-K).*

— Indenture dated as of November 1, 1985 between the Company and
The Bank of New York, successor in interest to NationsBank of
Texas, N.A., successor trustee to Mellon Bank, N.A. relating to
unspecified Debt Securities of the Company (Exhibit 4.8 to the
1992 Form 10-K) .*

— Resolutions of an ad hoc committee of the Board of Directors of
the Company supplementing the Indenture described in Exhibit 4.8
above and establishing terms and conditions of the Company's
$150,000,000 11 1/2% Sinking Fund Debentures due November 15,
2015 (Exhibit 4 . 9 to the 1992 Form 10-K).*

— Tri Party Agreement dated January 12, 1994 appointing
NationsBank of Texas, N.A. as successor trustee under the
Indenture described in Exhibit 4.8 above (Exhibit 4.2 to the
January 12 Form 8-K) .*
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— Indenture dated as of April 1, 1988 between the Company and
Chemical Bank relating to unspecified debt securities of the
Company (Exhibit 4.11 to the 1992 Form 10-K).*

— Officers' Certificate dated June 1, 1988 establishing a series
of debt securities ($150,000,000 Medium-Term Notes, Series A) to
be issued under the Indenture described in Exhibit 4.11 above
(Exhibit 4.12 to the 1992 Form 10-K).*

— Indenture dated as of November 1, 1990 between the Company and
Chemical Bank relating to unspecified debt securities of the
Company (Exhibit 4.13 to the 1992 Form 10-K).*

— Officers' Certificate dated February 13, 1991 establishing a
series of debt securities ($150,000,000 Medium-Term Notes,
Series B) to be issued under the Indenture described in Exhibit
4.13 above (Exhibit 4.14 to the 1992 Form 10-K).*

— Officers' Certificate dated September 28, 1992 establishing a
series of debt securities ($250,000,000 9% Notes Due 2002) to be
issued under the Indenture described in Exhibit 4.13 above
(Exhibit 4.15 to the 1992 Form 10-K).*

— Officers' Certificate dated January 26, 1993 establishing a
series of debt securities ($100,000,000 9 1/2% Notes Due 2003)
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to be issued under the i ^nture described in Exhibit 4.13 above
(Exhibit 4.16 to the 1992 Form 10-K).*

4.17 —Officer's Certificate dated June 30, 1993 establishing a series
of debt securities ($150,000,000 Medium-Term Notes, Series C) to
be issued under the Indenture described in Exhibit 4.13 above
(Exhibit 4 to the Company's Current Report on Form 8-K dated
June 21, 1993) . *

4.18 —Officer's Certificate dated October 27, 1993 establishing a
series of debt securities ($200,000,000 9 3/8% Notes due 2003)
to be issued under the Indenture described in Exhibit 4.13 above
(Exhibit 4 to the Company's current Report on Form 8-K dated
October 20, 1993).*

4.19 —Officer's Certificate dated January 18, 1994 establishing a
series of debt securities ($60,000,000 9 3/8% Notes due 2003) to
be issued under the Indenture described in Exhibit 4.13 (Exhibit
4 to the Company's Current Report on Form 8-K dated January 10,
1994).*

4.20 —Warrant Certificate No. 1 dated October 10, 1992 issued to
Kidder, Peabody Group Inc. for 8,000,000 warrants each
representing the right to purchase from the Company on or prior
to October 10, 1997 one share of common stock, $1.00 par value,
of the Company at a price of $13.00 per share (Exhibit 4.23 to
the 1992 Form 10-K).*

4.21 —Registration Rights Agreement dated as of October 10, 1992
between Kidder, Peabody Group Inc. and the Company (Exhibit 4.24
to the 1992 Form 10-K).*

4.22 —Agreement of Merger, dated February 28, 1995, among the
Company, YPF Sociedad Anonima ("YPF") and YPF Acquisition Corp.
("YPFA") (Exhibit 3 to the Company's Schedule 14D-9 dated March
3, 1995 [the "Schedule 14D-9"]).*

4.23 —Credi'; Agreement dated as of June 8, 1995, between Midgard
Energy Company, the lenders signatory thereto and The Chase
Manhattan Bank (National Association) ("Chase"), as agent
(Exhibit 4.1 to the Company's Current Report on Form 8-K dated
June 8.. 1995 [the "June 8, 1995 Form 8-K"]).*

4.24 —Assumption Agreement dated August 14, 1996 between the Company
and Chemical Land Holdings, Inc., filed herewith.

10.1
—Performance Incentive Plan of the Company, as amended effective
January 1, 1986 (Exhibit 10.6 to the 1992 Form 10-K).*

10.2
—Specimen copy of Change of Control Agreement between the
company and certain of its former executive officers (Exhibit
10.7 to the 1992 Form 10-K).*
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10.3 —Specimen copy of letter agreement between the Company and
certain of its former executive officers relating to the
Agreements referred to in Exhibit 10.2 above (Exhibit 10.8 to
the 1992 Form 10-K).*

10.4 —Specimen copy of disability benefit arrangement between the
Company and its executive officers (Exhibit 10.10 to the 1992
Form 10-K).*

10.5 —Supplemental Executive Retirement Plan of the Company,
effective May 1, 1987 (Exhibit 10.11 to the 1992 Form 10-K).*

10.6 —Supplemental Executive Retirement Plan of the Company,
effective March 1, 1990 (Exhibit 10.12 to the 1992 Form 10-K).*

10.7 —Specimen copy of supplemental death benefit arrangement between
the Company and its executive officers (Exhibit 10.13 to the
1992 Form 10-K).*

10.8 —Maxus Energy Corporation Supplemental Savings Plan (as amended
and restated effective June 8, 1995) (Exhibit 10.8 to the
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Company's Annual Report Form 10-K for the year ended December
31, 19:35 [the "1995 Form 10-K"]).*

10.9 —Trust Agreement dated December 18, 1986 between the Company and
AmeriTrust Company National Association (Exhibit 10.15 to the
1992 Form 10-K).*

10.10 —Deferred Compensation Plan for Executives of the Company,
effective September 28, 1993 (Exhibit 10.17 to the Company's
Annual Report on Form 10-K for the year ended December 31,
1993).*

10.11 —Distribution Agreement dated as of April 22, 1987 between the
Company and Diamond Shamrock R&M, Inc. (Exhibit 10.23 to the
1992 Form 10-K).*

10.12 —Stock Purchase Agreement by and among the Company and
Occidental Petroleum Corporation, et. al. dated September 4,
1986 (Exhibit 10.25 to the 1992 Form 10-K).*

10.13 —Agreement of Merger dated as of February 28, 1995 among YPF,
YPFA and the Company (Exhibit 3 to the Schedule 14D-9).*

10.14 —International Consulting Agreement, dated May 1, 1995 between
C. L. Blackburn and YPF (Exhibit 10.15 to the 1995 Form 10-K).*

10.15 —Assignment of International Consulting Agreement, dated
November 2, 1995 between C. L. Blackburn, YPF, and the Company
(Exhibit 10.16 to the 1995 Form 10-K).*

10.16 —Maxus Severance Agreement dated August 3, 1995 between the
Company and Roberto Luis Monti (Exhibit 10.17 to the 1995 Form
10-K) . *

10.17 —Compensation Agreement dated December 27, 1995 between the
Company and Roberto L. Monti (Exhibit 10.18 to the 1995 Form 10-
K).*

10.18 —Amendment to Change in Control Agreement dated May 11, 1995
between the Company and W. Mark Miller (Exhibit 10.21 to the
1995 Farm 10-K).*

10.19 —Employment Agreement effective as of July 1, 1995 between the
Company and w. Mark Miller (Exhibit 10.22 to the 1995 From 10-
K).*

10.20 —Specimen copy of a letter agreement regarding Change in Control
Agreement dated April 7, 1995 between the Company and certain of
its executive officers (Exhibit 10.23 to the 1995 Form 10-K).*

10.21
—Letter Agreement regarding Change in Control Agreement dated
April 13, 1995 between the Company and Michael C. Forrest
(Exhibit 10.24 to the 1995 Form 10-K).*

10.22
—Specimen copy of a letter agreement regarding Change in Control
Agreement dated April 13, 1995 between the Company and certain
of its executive officers (Exhibit 10.26 to the 1995 Form 10-
K).*
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10.23 —Maxus Energy Corporation Stock Appreciation Rights Plan dated
August 30, 1996, filed herewith.

21.1 —List of Subsidiaries of the Company, filed herewith.

23.1 —Consent of Independent Accountants, filed herewith.

23.2 —Consent of Independent Accountants, filed herewith.

24.1 —Powers of Attorney of directors and officers of the Company,
filed herewith.

24.2 —Power of Attorney of the Company, filed herewith.

27.1 —Financial Data Schedule, filed herewith.
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(b)Reports on Form 8-K.

None.
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SIGNATURES

PURSUANT TO THE REQUIREMENTS OF SECTION 13 OR 15 (D) OF THE SECURITIES
EXCHANGE ACT OF 1934, THE REGISTRANT HAS DULY CAUSED THIS REPORT TO BE SIGNED
ON ITS BEHALF BY THE UNDERSIGNED, THEREUNTO DULY AUTHORIZED.

Maxus Energy Corporation

Roberto Monti*
By

Roberto Monti
President and

Chief Executive Officer

March 20, 1997

PURSUANT TO THE REQUIREMENTS OF THE SECURITIES EXCHANGE ACT OF 1934, THIS
REPORT HAS BEEN SIGNED BELOW BY THE FOLLOWING PERSONS ON BEHALF OF THE
REGISTRANT AND IH THE CAPACITIES AND ON THE DATE INDICATED.

SIGNATURE TITLE

Roberto Monti* President and Chief Executive
- Officer and Director

Roberto Monti

W. Mark Miller* Executive Vice President and
- Treasurer (principal financial

W. Mark Miller officer)

Linda R. Engelbrecht* Controller (principal accounting
... officer)

Linda R. Engelbrecht

Charles L. Blackburn* Director

Charles L. Blackburn

Cedric Bridger* Director

Cedric Bridger

George L. Jackson* Director

George L. Jackson

Nells Leon* Director

Nells Leon

James R. Lesch* Director

James R. Lesch

P. Dexter Peacock* Director

P. Dexter Peacock

R. A. Walker* Director

R. A. walker

Lynne P. Ciuba, by signing her name hereto, does hereby sign this report on
Form 10-K on behalf of each of the above-named officers and directors of the
registrant pursuant to a power of attorney executed by each of such officers
And directors.

/s/ Lynne P. Ciuba March 20, 1997

•By
Lynne P. Ciuba
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MAXUS ENERGY CORPORATION

CONSOLIDATED STATEMENT OF OPERATIONS

<TABLE>
<CAPTION>

THREE
MONTHS ENDED YEAR ENDED
MARCH 31, DECEMBER 31,

1995 1994

(IN MILLIONS, EXCEPT PER
SHARE)

<s> <c> <c>
Revenues
Sales and operating revenues $142.5 $ 682.1
Other revenues, net 9.6 9.0

152.1 691.1
Costs and Expenses
Operating expenses 64.6 242.8
Gas purchase costs 12.7 116.9
Exploration, including exploratory dry holes 8.9 35.5
Depreciation, depletion and amortization 29.9 140.2
General and administrative expenses 4.2 22.4
Taxes other than income taxes 3.1 12.9
Interest and debt expenses 24.1 96.7
Pre-merger costs 42.4
Environmental studies and remediation 60. 5
Restructuring:
Gain on sale of assets (201.9)
Restructuring costs 100. 9

189.9 626.9

Income (Loss) Before Income Taxes (37.8) 64.2
Income Taxes 19.1 86.9

Net Loss (56.9) (22.7)
Dividend requirement on Preferred Stock (9.6) (43.6)

Net Loss Applicable to Common Shares $(66.5) $ (66.3)

Net Loss Per Common Share $ (.49) $ (.49)

Average Common Shares Outstanding 135.5 134.7
</TABLE>

See Notes to Consolidated Financial Statements.
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MAXUS ENERGY CORPORATION

CONSOLIDATED BALANCE SHEET

<TABLE>
<CAPTION>

ASSETS

•cs>
Current Assets
Cash and cash equivalents
Short-term investments
Receivables, less allowance for doubtful accounts.
Taxes receivable
Inventories
Restricted cash
Prepaids and other current assets

MARCH 31,
1995

(IN MILLIONS,
EXCEPT SHARES)

91.
65.

127.
13.
28.
48.
19.4
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Total Current Assets 394.6
Properties and Equipment, less accumulated depreciation, deple-
tion and amortization 1,110.7
Investments and Long-Term Receivables 41.5
Restricted Cash 79.9
Intangible Assets, less accumulated amortization 35.5
Deferred Income Taxes 9.4
Deferred Charges 20.5

$ 1,692.1

<CAPTION>
LIABILITIES AND STOCKHOLDERS' EQUITY

<S> <C>
Current Liabilities
Long-term debt $ 4.7
Accounts payable 49.8
Accrued liabilities 169.8

Total Current Liabilities 224.3
Long-Term Debt 970.9
Deferred Income Taxes 199.7
Other Liabilities and Deferred Credits 158.7
$9.75 Redeemable Preferred Stock, $1.00 par value
Authorized and issued shares—1,250,000 125.0
Stockholders' Equity
$2.50 Preferred Stcck, $1.00 par value
Authorized shares--5,000,000
Issued shares — 3,500,000 3.5
$4.00 Preferred Stcck, $1.00 par value
Authorized shares--5,915,017
Issued shares—4, 356,958 4.4
Common Stock, $1.0C par value
Authorized shares--300,000,000
Issued shares —135,897,899 135.9
Paid-in capita] 966.2
Accumulated deficit (1,073.3)
Minimum pension licibility (18.3)
Unrealized loss on marketable securities (1.3)
Common Treasury Stock, at cost—310,535 (3.6)

Total Stockholders' Equity 13.5

$ 1,692.1

<:/TABLE>
See "Commitments and Contingencies."

See Notes to Consolidated Financial Statements.
The Company uses the successful efforts method to account for its oil and gas

producing activities.
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<TABLE>
<CAPTION>

F-2

MAXUS ENERGY CORPORATION

CONSOLIDATED STATEMENT OF CASH FLOWS

THREE MONTHS TWELVE MONTHS
ENDED ENDED

MARCH 31, DECEMBER 31,
1995 1994

(IN MILLIONS)

Cash Flows From Operating Activities:
Net loss
Adjustments to reconcile net loss to net cash
provided by operating activities:
Depreciation, depletion and amortization....
Dry hole costs
Deferred income taxes
Net gain on sale of assets and investments..
Postretirement b=nefits
Pre-merger costs

$(56.9)

29.
1.
0.
(1.
1.
42.

$ (22.7)

140.2
2.8
(9.3)

(166.7)
6.2
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Restructuring co:>ts
Environmental studies and remediation
Other
Changes in components of working capital:
Receivables...
Inventories, prepaids and other current
assets

Accounts payable
Accrued liabilities
Taxes payable/receivable

Net Cash Provided by Operating Activities...

Cash Flows From InveKting Activities:
Expenditures for properties and equipment—
including dry hole costs
Expenditures for investments
Proceeds from sales of assets
Proceeds from sale.'maturity of short-term
investments
Purchases of short-term investments
Restricted cash
Other

Net Cash Provided by Investing Activities...

Cash Flows From Financing Activities:
Net borrowings from joint venture partners.
Interest rate swap
Proceeds from issuance of short-term debt..
Repayment of short-term debt
Proceeds from issuance of long-term debt...
Repayment of long-~erm debt
Stock rights redemption
Redemption of Preferred Stock
Dividends paid on Preferred Stock

Net Cash Used in Financing Activities.

1.3

23.8

(1.4)
(15.1)
26.3
10.1

61.5

(53.6)

2.1

63.4
(24.6)
12.2
9.8

9.3

3.4

(13.6)

(9.6)

(19.8)

Net Increase (Decrease) in Cash and Cash
Equivalents
Cash and Cash Equivalents at Beginning of Year.

91.0
60.5
9.2

(1.8)

( 2 . 3 )
( 2 2 . 3 )
(12.5)

( 2 . 8 )

69.5

(166.2)
(20 .1)
377.0

10.9
(111.8)

19.6
(10.8)

98.6

( 4 . 4 )
(7 .9)
30.0

(69.1)
101.3

(137.5)

(125.0)
(43.6)

(256 .2)

(88.1)
128.7

S 40 .6

51.0
40 .6

Cash and Cash Equivalents at End of Year $ 91.6

</TABLE>

See Notes to Consolidated Financial Statements.
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MAXUS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

PRESENTATION

On June 8, 1995, a special meeting of the stockholders of Maxus Energy
Corporation (together with its foreign and domestic subsidiaries, the
"Company" or "Maxus") was held to approve the Agreement of Merger ("Merger
Agreement") dated February 28, 1995, between the Company, YPF Acquisition
Corp. (the "Purchaser") and YPF Sociedad Anonima ("YPF"). The holders of the
Company's common stosk, SI.00 par value per share, and $4.00 Cumulative
Convertible Preferred Stock approved the Merger Agreement, and the Purchaser
was merged into the Company (the "Merger") on June 8, 1995.

Effective April 1, 1995, the Company used the purchase method of accounting
to record the acquisition of the Company by YPF. In a purchase method
combination, the purchase price is allocated to acquired assets and assumed
liabilities based on their fair values at the date of acquisition. As a
result, the Company's assets and liabilities were revalued to reflect the
approximate $762 million cash purchase price paid by YPF to acquire the
Company. The Company's pre-Merger Consolidated Balance Sheet as of March 31,
1995, together with the purchase method accounting adjustments became the
Company's opening post-Merger Consolidated Balance Sheet on April 1, 1995.

The following pre-Merger data is for the three months ended March 31, 1995,
and the year ended December 31, 1994 and dollar amounts in tables are in
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millions, except per share amounts. Tht ^.nancial statements for the three-
month period ended March 31, 1995, and the year ended December 31, 1994 are
presented separately as pre-Merger and post-Merger financial information are
not comparable.

KOTE ONE—SIGNIFICANT ACCOUNTING POLICIES

The Consolidated Financial Statements have been prepared in conformity with
generally accepted accounting principles, the most significant of which are
described below.

Consolidation and Equity Accounting

The Consolidated Financial Statements include the accounts of Maxus Energy
Corporation and all domestic and foreign subsidiaries. All significant
intercompany account;; and transactions have been eliminated.

Statement of Cash Flows

Investments with original maturities of three months or less at the time of
original purchase ar« considered cash equivalents for purposes of the
accompanying Consolidated Statement of Cash Flows. Short-term investments
include investments with maturities over three months but less than one year.

Net cash provided by operating activities reflects cash receipts for
interest income and cash payments for interest expense and income taxes as
follows:

<TABLE>
<CAPTION>

THREE MONTHS TWELVE MONTHS
ENDED ENDED

MARCH 31, DECEMBER 31,
1995 1994

Interest receipts $ 7.0 $12.4
Interest payments 12.2 98.7
Income tax payments 18.6 98.1

</TABLE>

Inventory Valuation

Inventories are valued at the lower of historical cost or market value and
are primarily comprised of well equipment and supplies. Historical cost is
determined primarily by using the weighted average cost method.
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MAXUS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(CONTINUED)

Properties and Equipment

Properties and equipment are carried at cost. Major additions are
capitalized; expenditures for repairs and maintenance are charged against
earnings.

The Company uses the successful efforts method to account for costs incurred
in the acquisition, exploration, development and production of oil and gas
reserves. Under this method, all geological and geophysical costs are
expensed; all development costs, whether or not successful, are capitalized as
costs of proved properties; exploratory drilling costs are initially
capitalized, but if the effort is determined to be unsuccessful, the costs are
then charged against earnings; depletion is computed based on an aggregation
of properties with common geologic structural features or stratigraphic
conditions, such as reservoirs or fields.

For investment in unproved properties in the United States, a valuation
allowance (included as an element of depletion) is provided by a charge
against earnings to reflect the impairment of unproven acreage. Investment in
international non-producing leasehold costs are reviewed periodically by
management to insure the carrying value is recoverable based upon the
geological and engineering estimates of total possible and probable reserves
expected to be added over the remaining life of each concession. Based upon
increases to proved reserves determined by reserve reports, a portion of the
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investment in international non-produc. leasehold costs will be periodically
transferred to investment in proved properties.

Depreciation and depletion related to the costs of all development drilling,
successful exploratory drilling and related production equipment is calculated
using the unit of production ("UOP") method based upon estimated proved
developed reserves, leasehold costs are amortized using the UOP method based
en estimated total proved reserves. Other properties and equipment are
depreciated generally on the straight-line method over their estimated useful
lives. Intangible assets are amortized on the straight-line method over their
legal or estimated useful lives, not to exceed 40 years. Estimated future
dismantlement, restoration and abandonment costs for major facilities, net of
salvage value, are taken into account in determining depreciation, depletion
and amortization.

The Company capitalizes the interest cost associated with major property
additions and mineral development projects while in progress, such amounts
being amortized over the useful lives, and applying the same depreciation
method, as that used for the related assets.

When complete unit« of depreciable property are retired or sold, the asset
cost and related accumulated depreciation are eliminated with any gain or loss
reflected in other revenues, net. When less than complete units of depreciable
property are disposed of or retired, the difference between asset cost and
salvage or sales value is charged or credited to accumulated depreciation and
depletion.

Deferred Charges

Deferred charges are primarily comprised of debt issuance costs and are
amortized over the terms of the related debt agreements.

Revenue Recognition

Oil and gas sales are recorded on the entitlements method. Differences
between the Company's! actual production and entitlements result in a
receivable when underproduction occurs and a payable when overproduction
occurs. These underproduced or overproduced volumes are valued based on the
weighted average sales price for each respective property. The Company's gross
underproduced and overproduced values at March 31, 1995, are not material.
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Pensions

The Company has a number of trusteed noncontributory pension plans covering
substantially all full-time employees. The Company's funding policy is to
contribute amounts tc the plans sufficient to meet the minimum funding
requirements under governmental regulations, plus such additional amounts as
management may detenrdne to be appropriate. The benefits related to the plans
are based on years of service and compensation earned during years of
employment. The Company also has a noncontributory supplemental retirement
plan for executive officers.

Other Postretirement and Postemployment Benefits

The Company provides certain health care and life insurance benefits for
retired employees and certain insurance and other postemployment benefits for
individuals whose employment is terminated by the Company prior to their
normal retirement. The Company accrues the estimated cost of retiree benefit
payments, other than pensions, during employees' active service period.
Employees become eligible for these benefits if they meet minimum age and
service requirements. The Company accounts for benefits provided after
employment but before retirement by accruing the estimated cost of
postemployment benefits when the minimum service period is met, payment of the
benefit is probable and the amount of the benefit can be reasonably estimated.
The Company's policy is to fund other postretirement and postemployment
benefits as claims are incurred.

Environmental Expenditures

Environmental liabilities are recorded when environmental assessments and/or
remediation are probable and material and such costs to the Company can be
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reasonably estimated. The Company's es ate of environmental assessment
and/or remediation costs to be incurred are based on either 1) detailed
feasibility studies of remediation approach and cost for individual sites or
2) the Company's estimate of costs to be incurred based on historical
experience and publicly available information, based on the stage of
assessment and/or remediation of each site. As additional information becomes
available regarding each site or as environmental remediation standards
change, the Company revises its estimate of costs to be incurred in
environmental assessment and/or remediation.

Income Taxes

The Company reports income taxes in accordance with Statement of Financial
Accounting Standards No. 109 ("SFAS 109"), Accounting for Income Taxes. SFAS
109 requires the use of an asset and liability approach to measure deferred
tax assets and liabilities resulting from all expected future tax consequences
of events that have been recognized in the Company's financial statements or
tax returns. Additionally, SFAS 109 requires that annual taxes are to be
allocated to interim periods on the basis of the requirements of Accounting
Principles Board Opinion No. 28 ("APB 28"), Interim Financial Reporting. The
reporting requirements of APB 28 are based on the view that each interim
period is an integral part of the related annual period.

Because the tax year of the Company did not close in any relevant
jurisdiction on March 31, 1995, taxes were not measured on deferred tax
liabilities and assets at that time. In accordance with APB 28 and SFAS 109,
taxes were allocated to the period based on the estimated annual effective tax
rate for the period ended December 31, 1995.

Earnings per Share

Primary earnings per share are based on the weighted average number of
shares of common stock and common stock equivalents outstanding, unless the
inclusion of common stock equivalents has an antidilutive effect on earnings
per share. Fully diluted earnings per share are not presented due to the
antidilutive effect of including all potentially dilutive common stock
equivalents.
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Financial Instruments with Off-Balance Sheet Risk and Concentrations of
Credit Risk

The Company's financial instruments that are exposed to concentrations of
credit risk consist primarily of cash equivalents, short-term investments,
restricted cash and trade receivables.

The Company's cash equivalents, short-term investments and restricted cash
represent high-quality securities placed with various high investment grade
institutions. This investment practice limits the Company's exposure to
concentrations of credit risk.

The Company's trade receivables are dispersed among a broad domestic and
international customer base; therefore, concentrations of credit risk are
limited. The Company carefully assesses the financial strength of its
customers. Letters of credit are the primary security obtained to support
lines of credit.

The Company has minimal exposure to credit losses in the event of
nonperformance by the counterparties to its interest rate swap agreement,
natural gas price swap agreements and nonderivative financial assets. The
Company does not obtain collateral or other security to support financial
instruments subject to credit risk but restricts such arrangements to
investment-grade counterparties.

Investments in Marketable Securities

Investments in debt and equity securities are reported at fair value except
for those investments in debt securities which management has the intent and
the ability to hold to maturity. Investments in debt securities which are
"held-for-sale" are classified based on the stated maturity and management's
intent to sell the securities. Unrealized gains and losses on investments in
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marketable securities, except for debt .curities classified as "held-to-
maturity", are reported as a separate component of stockholders' equity. The
Company's gross unrealized loss on its involvement in marketable securities
which are included in long-term investments at March 31, 1995, was $1.3
million which was entirely comprised of unrealized losses on the Company's
investment in U. S. Treasury Notes.

Derivatives

The Company periodically hedges the effects of fluctuations in the price of
crude oil and natural gas through price swap agreements and futures contracts.
The Company historically has hedged no more than 50% of its U. S. gas
production. Gains and losses on these hedges are deferred until the related
sales are recognized and are recorded as a component of sales and operating
revenues. The Company periodically enters into interest rate swap agreements
to hedge interest on long-term debt. The gain or loss on interest rate swaps
is recognized monthly as a decrease or increase to interest expense.

Take-or-Pay Obligations

The Company records payments received for take-or-pay obligations for
unpurchased contract volumes as deferred revenue, which is included in Other
Liabilities in the consolidated balance sheet. The deferred revenue is
recognized in the income statement as quantities are delivered which fulfill
the take-or-pay obligation. At March 31, 1995, the Company had $13.6 million
in deferred revenue as a result of a take-or-pay payment received related to
its Indonesian operations.

NOTE TWO—PRE-MERGER COSTS

In March 1995, the Company recorded $42.4 million of pre-merger costs
associated with the Merger. Such costs, which included expenses associated
with financial consulting and legal services, severance payments pursuant to
change of control agreements and payments for surrender of stock options and
restricted stock, were recorded in accrued liabilities in the consolidated
balance sheet.
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NOTE THREE—RESTRUCTURING

Asset Sales

On April 25, 1994, Diamond Shamrock Offshore Partners Limited Partnership
("Offshore Partners") sold its interests in Main Pass Blocks 12, 13 and 14. On
April 26, 1994, Maxus and its subsidiaries sold all of their partnership
interests in Offshora Partners. Maxus Offshore Exploration Company, a wholly
owned subsidiary of the Company, and the Company had a combined 1% general
partner's interest in offshore partners and were the managing general partner
and special general partner, respectively. The Company had an aggregate
interest in Offshore Partners of approximately 87.1% at the time of the sale.
On June 22, 1994, Maxus also sold the McFarlan Field and Grand Isle Block 25,
both producing oil and gas properties. In total, the Company received $324.6
million of proceeds and recorded a net gain of $201.9 million from these
transactions.

Restructuring Costs

In June 1994, the Company recorded a $100.9 million restructuring charge.
The charge included a $69.8 million write-off associated with undeveloped
Alaska coal leases, the development of which did not fit within the Company's
strategy to commit funds only to oil and gas exploration and production. The
charge also included costs associated with staff reductions and the write-off
of non-producing asssts outside the Company's core areas.

NOTE FOUR—ASSET DIVESTITURES

In September of 1994, the Company sold its geothermal subsidiary. Thermal
Power Company, for approximately $58 million net in cash and a $6.5 million
promissory note due from the purchaser in 1997. A $12.6 million loss on the
sale of these assets was recognized.

During the second quarter of 1994, Maxus Venezuela (C.I.) Ltd., a subsidiary



of Maxus, signed an agreement with BP loration de Venezuela S.A., granting
BP a 45% interest in the Quiriquire Unit in eastern Venezuela. Maxus Venezuela
remained the operator with a 50% interest and Otepi Consultores, a Venezuelan
company, holds the remaining 5%. Also, during the second quarter of 1994,
Maxus Bolivia, Inc., a subsidiary of Maxus, signed an agreement to take BHP
Petroleum as a partner in its Bolivian oil development project. The Company
received $10 million from BHP in exchange for a 50% interest in the project.

NOTE FIVE —GEOGRAPHIC DATA

The Company is engaged primarily in the exploration for and the production
and sale of crude oil and natural gas.

Sales, operating profit and identifiable assets by geographic area were as
follows:

<TABLE>
<CAPTION>

SALES AND OPERATING REVENUES

THREE MONTHS YEAR ENDED
ENDED MARCH 31, DECEMBER 31,

1995 1994
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United States.
Indonesia
South America.

<:/TABLE>
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$ 41.6
93.1
7.8

$142.5
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$276.9
381.2
24.0

$682.1

<TABLE>
<CAPTION>

OPERATING PROFIT (LOSS)

THREE MONTHS YEAR ENDED
ENDED MARCH 31, DECEMBER 31,

1995 1994

<s> <c> <c>
United States $ 2.9 $ 35.0
Indonesia 36.8 138.5
South America (3.7) (2.6)
Other foreign (1.7) (11.6)

34.3 159.3
Equity earnings 5.2
General corporate expenses (5.6) (104.6)
Interest and debt expenses (24.1) (96.7)
Pre-merger costs (42.4)
Restructuring costs 101.0

$(37.8) $ 64.2

</TABLE>

<TABLE>
<CAPTION>

IDENTIFIABLE ASSETS

MARCH 31, DECEMBER 31,
1995 1994

<s> <c> <c>
United States $ 295.7 $ 327.0
Indonesia 639.0 647.5
South America 317.2 304.2
Other foreign 15.3 11.4
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1,267.2 1,290.1

Corporate assets 424.9 416.6

$1,692.1 $1,706.7

</TABLE>

Net foreign assets were $685.5 million at March 31, 1995 and $701.4 million
at December 31, 1994.

Income from foreign operations, after applicable local income taxes, was
$16.7 million for the three months ended March 31, 1995 and $63.9 million for
the year ended December 31, 1994.

Sales to three customers for the three months ended March 31, 1995 and the
year ended December 31, 1994 each represented 10% or more of consolidated
sales:

<TABLE>
<CAPTION>

THREE MONTHS TWELVE MONTHS
ENDED ENDED

MARCH 31, DECEMBER 31,
1995 1994

Phillips Petroleum Company $14.3 $ 56.4
Mitsubishi Corporation 23.4 66.5
Indonesian Government 36.4 145.8

</TABLE>

The Company does not believe that the loss of Mitsubishi Corporation and
Phillips Petroleum Company as customers would adversely affect the Company's
ability to market its oil and gas production. Sales to the Company's largest
customer, the Indonesian Government, are made primarily pursuant to long-term
production sharing contracts between the Company's Indonesian operations and
the Indonesian Government. The Indonesian Government is required to purchase a
specified amount of the Company's oil and gas production throughout the life
of its operations in Indonesia based on these contracts.
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NOTE SIX—TAXES

Income before income taxes was comprised of income (loss) from:

<TABLE>
<CAPTION>

THREE MONTHS YEAR ENDED
ENDED MARCH 31, DECEMBER 31,

1995 1994

United States $(69.2) $(60.1)
Foreign 31.4 124.3

$(37.8) $ 64.2

</TABLE>

The Company's provision for income taxes was comprised of the following:

<TABLE>
<CAPTION>

THREE MONTHS YEAR ENDED
ENDED MARCH 31, DECEMBER 31,

1995 1994

Current
Federal $(20.1)
Foreign $18.7 73.7
State and loce.l 5.5
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18.7 59.1
Deferred

Federal 2 4 . 7
Foreign .4 3.1

.4 27 .8

Provision for income taxes $19.1 $ 86.9

</TABLE>

The principal reasons for the difference between tax expense at the statutory
federal income tax rate of 35% and the Company's provision for income taxes
were:

<TABLE>
<CAPTION>

THREE MONTHS YEAR ENDED
ENDED MARCH 31, DECEMBER 31,

1995 1994

Tax expense at statutory federal rate $(13.2) $ 22.5
Increase (reduction) resulting from:
Taxes on foreign income 12.4 49.5
Excess statutory depletion (.7)
Asset sales 20.5
Alternative minimum tax (.3)
Nondeductible pre-Merger costs 4.4
Valuation allowance 13.9 24.9
Items not related to current year earn-
ings 1.5 (33.4)

Other, net. .1 3.9

Provision for income taxes $ 19.1 $ 86.9

</TABLE>

"Items not related to current year earnings" in 1994 includes a tax benefit
from the favorable resolution of a federal tax refund suit.
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The tax effects of temporary differences that give rise to significant
portions of the deferred tax assets and deferred tax liabilities for the three
months ended March 31, 1995 were as follows:

<TABLE>
<CAPTION>

MARCH 31,
1995

U. S. deferred tax liabilities
Properties and equipment $ 5.1
Other .2

Deferred U. S. tax liabilities 5.3

U. S. deferred tax assets
Foreign deferred taxes (69.9)
Book accruals (34.4)
Loss carryforwards (50.8)
Credit carryforwards (23.2)
Other (. 6)

Gross deferred U. S. tax assets (178.9)

Valuation allowance 163.9

Net deferred U. S. tax assets (15.0)
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Net deferred U. S. taxes (9.7

Foreign deferred tax liabilities
Properties and equipment 199.7

Net deferred foreign taxes 199.7

Net deferred taxes $ 190.0

</TABLE>

The valuation allowance was $116.0 million at December 31, 1994. The
valuation allowance was increased $13.9 million during the first three months
of 1995, primarily due to the increase in loss carryforwards.

Because the tax year of the Company did not close on March 31, 1995, tax
carryovers are not measured at that date. At December 31, 1994, the Company
had $13.1 million of general business credit carryforwards that expire between
1996 and 2002; $103.8 million of U.S. net operating loss carryforwards that
expire in 2003, 2005 and 2008; and $10.1 million of minimum tax credit that
can be carried forward indefinitely.

As a result of the Merger, effective April 1, 1995, the Company's ability to
utilize its existing net operating loss carryforwards will be limited by
statute to approximately $92.0 million each year until exhausted. To the
extent certain gains are recognized in the future, the annual limitation may
be increased to the extent that the gains are built-in gains within the
meaning of the U.S. Internal Revenue Code.

There are accumulated undistributed earnings after applicable local taxes of
foreign subsidiaries of $6.4 million at March 31, 1995 for which no provision
was necessary for foreign withholding or other income taxes because that
amount had been reinvested in properties and equipment and working capital in
the foreign jurisdictions.

Taxes other than income taxes were comprised of the following:

<TABLE>
<CAPTION>

THREE MONTHS YEAR ENDED
ENDED MARCH 31, DECEMBER 31,

1995 1994

Gross production $1.2 $ 6.5
Real and personal property 1.8 5.5
Other .1 .9

$3.1 $12.9

</TABLE>
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NOTE SEVEN—POSTEMPLOYMENT BENEFITS

Pensions

The components of ret periodic pension expense are as follows:

<TABLE>
<CAPTION>

THREE MONTHS YEAR ENDED
ENDED MARCH 31, DECEMBER 31,

1995 1994

Service cost for benefits earned during the
period $ .5 $2.9
Interest cost on projected benefit obliga-
tion 2.2 8.7

Actual return on plan assets (4.5) (2.5)
Net amortization and deferrals 2.5 (5.4)
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.7 $ 3.7

</TABLE>

Due to an early retirement program offered to former employees, the Company
recognized a settlement loss of $1.7 million on one of its plans in 1994.

Plan assets are primarily invested in short-term investments and stocks and
bonds. The principal assumptions used to estimate the benefit obligations of
the plans on the measurement date, October 1, 1994 were as follows:

<TABLE>
<S> <C>
Discount rate 8.5%
Expected long-term rate of return on plan assets 9.0%
Rate of increase in compensation levels 5.5%

</TABLE>

The funded status of the plans at March 31, 1995 was as follows:

<TABLE>
<CAPTION>

PLANS WITH

ACCUMULATED ASSETS
BENEFITS EXCEEDING
EXCEEDING ACCUMULATED
ASSETS BENEFITS
3/31/95 3/31/95

Actuarial present value of:
Vested benefit obligation $ 86.3 $ 9.8

Accumulated benefit obligation $ 90.6 $11.9

Projected benefit obligation $91.4 $15.0
Plan assets at fair value 76.2 14.5

Plan assets les.s than projected benefit obliga-
tion $(15.2) $ (.5)

Unrecognized net loss 24.1 1.0
Unrecognized net transition obligation (asset).... (3.8) .1
Unrecognized prior service cost (.3) (.9)
Adjustment required to recognize minimum liabili-
ty (18.3)

Prepaid (accrued) pension cost $(13.5) $ (.3)

</TABLE>

At March 31, 1995 .and December 31, 1994, the Company's accumulated
postretirement benefit obligation ("APBO") exceeded the plan assets. In
accordance with Statement of Financial Accounting Standards No. 87,
"Employers' Accounting for Pensions," the Company recorded a minimum pension
liability of $19.2 million and a charge to equity of $18.3 million at March
31, 1995 and December 31, 1994.
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In addition to the defined benefit plans, the Company has a defined
contribution plan which covers Indonesian nationals. Employee contributions of
2% of each covered employee's compensation are matched by the Company with a
contribution of 6% of compensation by the Company. Contributions to the plan
were $.1 million in :he first quarter of 1995 and $.4 million in 1994.

Other Postretirement Benefits

The Company report.3 its obligation for postretirement benefits other than
pensions in accordance with Statement of Financial Accounting Standards No.
106 ("SFAS 106"), "Employers' Accounting for Postretirement Benefits Other
Than Pensions," for its retiree health and welfare benefits plan. Under SFAS
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106, the Company is required to accrue. e estimated cost of retiree benefit
payments, other than pensions, during employees' active service period. The
Company currently administers several unfunded postretirement medical and life
insurance plans covering primarily U. S. employees which are, depending on the
type of plan, either contributory or noncontributory. Employees become
eligible for these benefits if they meet minimum age and service requirements.

During 1994, the Company's postretirement medical and life insurance plans
experienced a partial curtailment due to the Company's decision to reduce
staff. The effect of the curtailment was a $6.6 million charge to earnings in
1994, which was included as a component of the restructuring costs (See Note
Three), primarily due to accelerated recognition of the transition obligation.

The components of net periodic postretirement benefit expense for the three
months ended March 3:., 1995 and for the year ended December 31, 1994 are as
follows:

<TABLK>
<CAPTION>

THREE MONTHS YEAR ENDED
ENDED MARCH 31, DECEMBER 31,

1995 1994

Service cos- foi: benefits earned during the
period $ .1 $ .5
Interest cost on accumulated postretirement
benefit obligation .9 3.4
Amortization of transition obligation .5 2.3

SI.5 $6.2

</TABLE>

The APBO as of March 31, 1995 was $44.4 million. The amount recognized in
the Company's statement of financial position at March 31, 1995 is as follows:

<:TABLE>
<CAPTION>

MARCH 31, 1995

Retirees $ 39.0
Fully eligible .active employees 1.8
Other active employees 3.6

Total 44.4
Unrecognized transition obligation (33.V)
Unrecognized net gain 2.1

$ 12.8

<:/TABLE>

A discount rate of 8.5% was used in determining the APBO for the three
months ended March 31, 1995. The APBO was based on a 10.4% increase in the
medical cost trend rate, with the rate trending downward .6% per year to 54 in
2003 and remaining at 5% thereafter. This assumption has a significant effect
on annual
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expense, as it is estimated that a 1% increase in the medical trend rate would
increase the APBO by $4.2 million and increase the net periodic postretirement
benefit cost by $.4 million per year.

Other Postemployment Benefits

The Company reports its obligation for postemployment benefits in accordance
•ith Statement of Financial Accounting Standards No. 112 ("SFAS 112"),
Nnployers' Accounting for Postemployment Benefits," to account for benefits
vided after employment but before retirement. SFAS 112 requires an accrual
id of recognizing the cost of providing postemployment benefits. This
'ity primarily represents medical benefits for long-term disability
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recipients. Annual costs are expected be immaterial. Net periodic
postemployment benefit expense was insignificant for the three months ended
March 31, 1995 and for the year ended December 31, 1994.

NOTE EIGHT — FINANCIAL INSTRUMENTS

The fair value of financial instruments is determined by reference to
various market data and other valuation techniques as appropriate. Unless
otherwise disclosed, the fair value of financial instruments approximates
their recorded value::.

Restricted Cash

The fair value of the Company's restricted cash, which is invested primarily
in U. S. Treasury notes, marketable securities and trust accounts is based on
the quoted market prices for the same or similar securities at the reporting
date.

Long-Term Investments

The fair value of the Company's long-term investments, which are primarily
U. S. Treasury notes and long-term notes receivable, is based on the quoted
market prices for the same or similar investments at the reporting date.

Long-Term Debt

The fair value of the Company's long-term debt is estimated based on the
quoted market prices for the same or similar issues or on the current rates
offered to the Company for debt of the same remaining maturities.

The estimated fair value of the Company's financial instruments are as
follows:

<TABLE>
<CAPTION>

MARCH 31, 1995

FAIR
CARRYING VALUE OF
AMOUNT ASSETS

ASSETS
Restricted cash, including current and long-term portion.... $128.4 $125.6
Long-term investments ....................................... 41.5 36.7

LIABILITIES
Long-term debt., including current portion ................... 975 .6 862 . 4

</TABLE>

For information on the Company's derivative financial instruments, see Note
Sixteen.

F-14
<PAGE>

MAXUS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS— (CONTINUED)

NOTE NINE—RECEIVABLES

<TABLE>
<CAPTION>

MARCH 31, 1995

Trade receivables $ 97.0
Notes and other receivables 32.0
Less—Allowance for doubtful receivables 1.2

$127.8

<7TABLE>

NOTE TEN — PROPERTIES AND EQUIPMENT

<TABLE>
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<CAPTION>

MARCH 31, 1995

Proved properties $2, 445.5
Unproved propert ies 31.7
Gas plants and other 220.0

Total Oil and Gas 2 ,697 .2

Corporate 51.5
2,748.7

Less—Accumulated depreciation, depletion and amortiza-
tion 1,638.0

$1,110.7

</TABLE>

The charge against earnings for depreciation, depletion and amortization of
property and equipment was $29.9 million for the three months ended March 31,
1995, and $138.9 million for the year ended December 31, 1994. The charge
against earnings for maintenance and repairs was $7.4 million for the three
months ended March 33, 1995, and $38.9 million for the year ended December 31,
1994.

NOTE ELEVEN—INVESTMENTS AND LONG-TERM RECEIVABLES

<TABLE>
<CAPTION>

MARCH 31, 1995

Investments, at cost, and long-term receivables $12.0
D. S. Treasury notes 29.5

$41.5

</TABLE>

In September 1994, the Company sold its geothermal subsidiary, Thermal Power
Company, which ovmed Union-Magma-Thermal Tax Partnership ("UMT") (See Note
Four) . The investment, in UMT was carried on the equity method prior to the
sale of Thermal Power Company. The following schedule presents certain
summarized financial information of UMT:

<TABLE>
<CAPTION>

DECEMBER 31, 1994

Summarized Statement of Income:
Sales $50.0
Gross profit 24.8
Net income 24.8

</TABLE>

The Company's equity earnings are principally from UMT and were $5.2 million
in 1994.
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NOTE TWELVE —RESTRICTED CASH

At March 31, 1995, the Company had $128.4 million in restricted cash, of
which $64.0 million represented collateral for outstanding letters of credit.
Assets held in trust as required by certain insurance policies were $64.4
million in 1995. Approximately $48.5 million of collateral for outstanding
letters of credit at March 31, 1995 was classified as a current asset.

NOTE THIRTEEN —INTANGIBLE ASSETS

Intangibles, primarily the excess of cost over fair market value of net



assets acquired, were $50.0 million at rch 31, 1995. Accumulated
amortization at March 31, 1995 was $14.3 million. The charge against earnings
for amortization of intangible assets was $0.3 million for the three months
ended March 31, 1995 and $1.3 million for the year ended December 31, 1994.

NOTE FOURTEEN—ACCRUED LIABILITIES

<TABLE>
<CAPTION>

Accrued interest payable
Joint interest billings for international operations.
Merger reserve
Environmental reserve
Overlift payable
Postretirement and postemployment benefits
Accrued compensation, benefits and withholdings
Other '.

MARCH 31, 1995

$ 34.8
32.3
41.0
14.9
12.2
4.5
5.0

25.1

$169.8

<:/TABLE>

NOTE FIFTEEN — LONG-TERM AND CREDIT ARRANGEMENTS

<TABLE>
<CAPTION>
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MARCH 31, 1995

Senior Indebtedness
Sinking Fund Debentures
11 1/4% due 2013
11 1/2% due 2001-2015..
8 1/2% due 1998-2008...

Notes
9 7/8% due 2002
9 1/2% due 2003
9 3/8% due 2003

Medium-term not'js
Bank and other Loans

Total senior indebtedness.
Less—current portion

<:/TABLE>
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$ 16.9
109.0
93.4

247.3
99.5
260.0
149.3

.2

975.6
4.7

$970.9

The aggregate maturities of long-term debt outstanding at March 31, 1995,
for the next five years will be as follows:

<TABLE>

April 1, 1995— March 31,
April 1, 1996— March 31, 1997
April 1, 1997— March 31, 1998
April 1, 1998— March 31,

1996 $ 4
34

April 1, 1999—March 31,
</TABLE>

1999.
2000.

14
20

At March 31, 1995, the Company had $149.3 million of medium-term notes
outstanding, which were issued in prior years, with maturities from 1995 to
2004 and annual interest rates ranging from 7.57% to 11.08%.

The Company maintains a $25.0 million uncommitted credit facility (the
"credit facility") which is used for the issuance of documentary or standby
letters of credit and/or the payment of shipping documents. The credit
facility can be secured by cash or the accounts receivable which are financed



Page 63 of 146
through the letters of credit. At Marc 1, 1995, there were $24.5 million of
cash collateralized letters of credit outstanding under this credit facility.

Total interest and debt expenses incurred, including capitalized interest,
were as follows:

<TABLE>
<CAPTION>

THREE MONTHS YEAR ENDED
ENDED MARCH 31, DECEMBER 31,

1995 1994

Interest and debt expenses $24.1 $96.7
Capitalized interest .1 3.2

$24.2 $99.9

</TABLE>

NOTE SIXTEEN—DERIVATIVE FINANCIAL INSTRUMENTS

The Company's only derivative financial instruments are an interest rate
swap agreement with an investment broker, natural gas price swap agreements
and crude oil and natural gas futures contracts, which are not used for
trading purposes.

Interest Rate Swap Agreement

Effective January 27, 1993, the Company entered into an interest rate swap
agreement under which it pays the counterparty interest at a variable rate
based on the London Interbank Offering Rate (LIBOR) and the counterparty pays
the Company interest at 6.73% on the notional principal of $100.0 million.
This agreement is effective through January 27, 2003. The Company is not
required to collateralize its obligation under this agreement unless it is in
an unfavorable position. Due to higher interest rates in 1994, the Company's
position in the interest rate swap became unfavorable. As a result, the
Company was required to collateralize $7.9 million, which was recorded in
deferred charges at December 31, 1994. As interest rates declined during the
first three months of 1995, the Company reduced its collateralized position by
53.4 million, leaving a balance of $4.5 million recorded in deferred charges
at March 31, 1995.

Natural Gas Price Swap Agreements

Under the price swap agreements used to hedge fluctuations in the price of
natural gas, the Company receives or makes payments based on the differential
between the Company's specified price and the counterparty's specified price
of natural gas. Depending on the agreement, the Company pays a fixed or
variable
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price per million British Thermal Units ("Mmbtu") and receives a fixed or
variable price per Mmbtu. During the three months ended March 31, 1995, the
Company had swap agreements with other companies to exchange payments on 0.8
million Mmbtu of gas. Under these swap agreements, the Company paid fixed or
variable prices averaging $1.61 per Mmbtu and received fixed or variable
prices averaging $1.58 per Mmbtu. Gross gains and gross losses realized on
these swap agreements were immaterial.

Natural Gas and Crude Oil Futures Contracts

Under the natural gas futures contracts used to hedge fluctuations in the
price of natural gas;, the Company receives or makes payments based on the
differential between the selling price and the settlement price per Mrabtu.
During the three months ended March 31, 1995, the Company settled futures
contracts with other companies on 1.2 million Mmbtu of gas. Under these
futures contracts, the Company received selling prices averaging $1.65 per
Mmbtu and paid settlement prices averaging $1.46 per Mmbtu. Realized gross
gains on these futures contracts were $0.2 million.

Under the crude o:.l futures contracts used to hedge fluctuations in the
price of crude oil, the Company receives or makes payments based on the
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differential between the selling pric« d the settlement price per barrel.
During the three-month period ended Mai>,n 31, 1995, crude oil volumes hedged
under these futures contracts were insignificant as were gross unrealized
gains and losses.

MOTE SEVENTEEN—PREFERRED STOCK

The Company has the authority to issue 100,000,000 shares of Preferred
Stock, $1.00 par value. The rights and preferences of shares of authorized but
unissued Preferred Stock are established by the Company's Board of Directors
at the time of issuance.

$9.75 Cumulative Convertible Preferred Stock

In 1987, the Company sold 3,000,000 shares of $9.75 Cumulative Convertible
Preferred Stock (the "$9.75 Preferred Stock"). Since such time, the Company
has entered into various agreements, most recently on June 8, 1995, with the
sole holder of the $9.75 Preferred Stock pursuant to which, among other
things, the Company has repurchased 500,000 shares and the parties have waived
or amended various covenants, agreements and restrictions relating to such
stock. At March 31, 1995, 1,250,000 shares of $9.75 Preferred Stock were
outstanding, each receiving an annual cash dividend of $9.75. In addition,
375,000 of such shares (the "Conversion Waiver Shares") each received an
additional quarterly cash payment of $.25 ($.50 in certain circumstances). For
the 12-month period commencing February 1, 1995, each share of the $9.75
Preferred Stock has a liquidation value of $101.0836 ($126.4 million in the
aggregate) which reduces to $100 at February 1, 1996, in each case plus
accrued dividends. Since February 1, 1994, the stock has been subject to
mandatory redemption at the rate of 625,000 shares per year. The $9.75
Preferred Stock currently is neither convertible by the holder nor redeemable
at the Company's option and has no associated registration rights. The $9.75
Preferred Stock entitles the holder to vote only on certain matters separately
affecting such holder, and the $9.75 Preferred Stock other than the Conversion
Waiver Shares entitles the holder to elect one individual to the Board of
Directors of the Company. In addition, pursuant to the June 8, 1995 agreement,
the holder of the $9.75 Preferred Stock waived previously granted rights to
approve certain "self-dealing" transactions and certain financial covenants
pertaining to the Company, and the Company waived its right of first offer
with respect to the transfer of the $9.75 Preferred Stock and certain transfer
restrictions on such stock.

$4.00 Cumulative Convertible Preferred Stock

Each outstanding snare of $4.00 Cumulative Convertible Preferred Stock (the
"$4.00 Preferred Sto^k") was entitled to one vote, was convertible at any time
into shares of the Csmpany's Common Stock (2.29751 shares
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at March 31, 1995), was entitled to receive annual cash dividends of $4.00 per
share, was callable at and had a liquidation value of $50.00 per share ($217.8
million in the aggregate at March 31, 1995) plus accrued but unpaid dividends,
if any. The Company redeemed the $4.00 Preferred Stock on August 13, 1996.

$2.50 Cumulative Preferred Stock

Each outstanding saare of the $2.50 Preferred is entitled to receive annual
cash dividends of $2.50 per share, is callable after December 1, 1998 at and
has a liquidation value of $25.00 per share ($87.5 million in the aggregate at
March 31, 1995) plus accrued but unpaid dividends, if any.

The holders of the shares are entitled to limited voting rights under
certain conditions. In the event the Company is in arrears in the payment of
six quarterly dividends, the holders of the $2.50 Preferred Stock have the
right to elect two members to the Board of Directors until such time as the
dividends in arrears are current and a provision is made for the current
dividends due.

NOTE EIGHTEEN —COMMON STOCK

<:TABLE>
<CAPTION>

SHARES AMOUNT
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January 1, 1994 134,373,523 $134.4
Employee 5;hare;holding and Investment Plan 830,798 .8
Restricted stock 490,430 .5
Fractional shares exchanged for cash (29)

January 1, 1995 135,694,722 135.7
Employee Shareholding and Investment Plan 199,274 .2
Conversion of $4.00 Preferred Stock 5,588
Fractional shares exchanged for cash (1,685)

March 31, 1995 135,897,899 $135.9

</TABLE>

In 1991, the Company's Dividend Reinvestment and Stock Purchase Plan (the
"Plan") became effective. The Plan allowed holders of Common Stock to purchase
additional shares at a 3% discount from the current market prices without
paying brokerage commissions or other charges. In addition, if the Company
were to pay a dividend on its Common Stock in the future, common stockholders
could reinvest the amount of those dividends in additional shares also at a 3%
discount from the current market prices. In November 1992, the Company
effectively suspended the Plan by raising the threshold price.

At March 31, 1995, there were 32.4 million shares of Common Stock reserved
for issuance upon conversion of Preferred Stock, exercises of stock options or
issuance under certain employee benefit plans.

In 1992, Kidder, Peabody Group Inc. purchased eight million warrants from
the Company. Each warrant represents the right to purchase one share of the
Company's Common Stock at $13.00 per share at any time prior to the expiration
of the warrants on October 10, 1997.

The Company has an Employee Shareholding and Investment Plan, now known as
the Employee Savings Plan ("ESIP"), which allows eligible participating
employees to contribute a certain percentage of their salaries (1%-10%) to a
trust for investment in any of six funds, one of which consists of the
Company's Common Stock. The Company matches the participating employee's
contribution to the USIP (up to 6% of base pay); such matching contribution is
charged against earnings and invested in the ESIP fund which consists of the
Company's Common Stock. The charge against earnings for the Company's
contribution to the KSIP was $0.6
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million and $2.8 million at March 31, 1995 and December 31, 1994,
respectively. Subsequent to the Merger, contributions can no longer be
invested in the Company's Common Stock.

In 1988, the Company adopted a Preferred Share Purchase Rights Plan. The
plan issued one right for each share of Common Stock and 7.92 rights for each
share of $9.75 Preferred Stock outstanding as of the close of business on
September 12, 1988. The rights, which entitled the holder to purchase from the
Company one one-hundredth of a share of a new series of junior preferred stock
at $23.00 per share, became exercisable if a person had become the beneficial
owner of 20% or more of the Company's Common Stock or of an amount that the
Board of Directors determined was intended to cause the Company to take
certain actions not in the best long-term interests of the Company and its
stockholders. The rights also became exercisable if a person made a tender
offer or exchange offer for 30% or more of the Company's outstanding Common
Stock. The rights could be redeemed at $.10 per right under certain
circumstances. In the Merger Agreement, the Company agreed to redeem the
rights. On February 28, 1995, the Board of Directors of the Company took
action to redeem the rights, effective as of March 22, 1995. Holders of Common
Stock on the close of business on that date received the redemption price of
$0.10 per right. Und>sr a separate agreement with the sole holder of the $9.75
Preferred Stock, sucli holder waived its right to receive the redemption price
with respect to the rights associated with the $9.75 Preferred Stock, subject
to consummation of trie Merger.

NOTE NINETEEN —PAID-IN CAPITAL AND ACCUMULATED DEFICIT

<TABLE>
<CAPTION>
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PAID-IN ACCUMULATED
CAPITAL DEFICIT

January 1, 1994 ..................................... $1,026.2 $ (993. 1)
Net loss .......................................... (22.1)
Dividends on Preferred Stock ...................... (43.6)
Employee Shareholding and Investment Plan ......... 3.1
Restricted stock .................................. 2.4

January 1, 1995 988.1 (1,016.4)
Net loss (56.9)
Dividends on Preferred Stock (9.6)
Stock rights redemption (13.6)
Restricted stock .6
Employee Shareholding and Investment Plan .7

March 31, 1995 $ 966.2 $(1,073.3)

<:/TABLE>

NOTE TWENTY—UNREALISED LOSS ON INVESTMENT IN MARKETABLE SECURITIES

The amortized cost and estimated fair value of marketable securities at
March 31, 1995 are as follows:

<TABLE>
<CAPTION>

MARCH 31, 1995

GROSS
AMORTIZED UNREALIZED MARKET

COST LOSS VALUE

Held-to-maturity:
Corporate and other debt securities ......... $280.0 $2.8 $277.2

Held-for-sale:
Corporate and other debt securities ......... 30.7 1.3 29.4

< /TABLE>
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At March 31, 1995, securities categorized as held-to-maturity are included
in cash equivalents, short-term investments and short- and long-term
restricted cash. The securities held-for-sale consist of U. S. Treasury notes
which mature in August 2002 and are classified as long-term investments (See
Note Eleven) .

NOTE TWENTY-ONE — COMMON TREASURY STOCK

<:TABLE>
<CAPTION>

SHARES AMOUNT

January 1, 1994 (173,963) $(2.5)
Restricted Stock (122,032) (1.0)

January 1, 1995 (295,995) (3.5)
Restricted Stock (14,540) (.1)

March 31, 1995 (310,535) $(3.6)

</TABLE>

NOTE TWENTY-TWO--STOCK OPTIONS

Two plans, a Long-Term Incentive Plan and a Director Stock Option Plan, were
approved by the stockholders in 1992. The Company's 1986 and 1992 Long-Term
Incentive Plans (the "Incentive Plans"), administered by the Compensation
Committee of the Board of Directors, permitted the grant to officers and
certain key employees of stock options, stock appreciation rights ("SARs"),
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performance units and awards of Commor. ock or other securities of the
Company on terms and conditions determined by the Compensation Committee of
the Board of Directors.

The Director Stock Option Plan became effective on September 1, 1992. Under
this plan, non-employee directors received options to purchase shares of
Common Stock on Lhe affective date of the plan. Thereafter, upon initial
election or re-electuon of a non-employee director at an annual meeting, the
non-employee directors automatically received options to purchase shares of
Common Stock. The plan terminated on June 7, 1995.

The grant or exercise of an option did not result in a charge against the
Company's earnings because all options have been granted at exercise prices
approximating the market value of the stock at the date of grant. However, any
excess of Common Stock market price over the option price of options, which
includes SARs, would result in a charge against the Company's earnings; a
subsequent decline in market price would result in a credit to earnings, but
only to a maximum of the earnings charges incurred in prior years on SARs.

Stock option activity was as follows:

<TABLE>
<CAPTION>

MARCH 31,
1995

DECEMBER 31,
1994

Outstanding at January 1 2,268,068 1,694,445
Granted 758,000
Cancelled (77,495) (184,377)

Outstanding at end of period 2,190, 573 2, 268, 068
Grant price $5.00-$8.625

Available for future grants at end of period 2,496,936 2,419,441
Restricted stock held for vesting at end of peri-
od 936,066 951,410
Performance units held for vesting at end of pe-
riod 653,355 653,355

</TABLE>

Exercise prices of stock options outstanding at March 31, 1995 ranged from
$5.00 to $13.75 per share. No stock options were exercised during 1994 or the
first three months of 1995. There was no earnings activity related to SARs in
1994 or for the period ended March 31, 1995. Effective upon the Merger, all
stock options and restricted stock outstanding under Company-sponsored
incentive plans were surrendered to the Company.
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Under the 1986 Long-Term Incentive Plan, the Company granted Restricted
Stock. The amount of the grant price was amortized over the vesting period of
the grant as a charge against earnings. The charge against earnings was $0.5
million for the period ended March 31, 1995 and $1.4 million in 1994.

Effective upon the Merger, all stock options and restricted stock
outstanding under Coirpany-sponsored incentive plans were surrendered to the
Company. In March 1995, the Company recorded a $9.9 million charge to earnings
to record the estimated cost to redeem all outstanding options and restricted
stock. This charge was included in pre-Merger costs in the Company's
consolidated statement of operations (See Note Two).

NOTE TWENTY-THREE—LEASES

The Company leases certain machinery and equipment, facilities and office
space under cancellable and noncancelable operating leases, most of which
expire within 20 years and may be renewed.

Minimum annual rentals for non-cancelable operating leases at March 31,
1995, were as follows:

<TABLE>

March 31, 1996 $ 34.4



Page 68 of 146
March 31, 1997 19.4
March 31, 1998 15.7
March 31, 1999 9.0
March 31, 2000 8.2
March 31, 2001 and thereafter 34.0

$120.7

</TABLE>

Minimum annual rentals have not been reduced by minimum sublease rentals of
$38.7 million due in the future under noncancelable subleases.

Rental expense for operating leases was as follows:

<TABLE>
<CAPTION>

THREE MONTHS YEAR ENDED
ENDED MARCH 31, DECEMBER 31,

1995 1994

Total rentals $14.0 $60.1
Less—Sublease rental income .9 2.9

Rental expense $13.1 $57.2

</TABLE>

NOTE TWENTY-FOUR—COMMITMENTS AND CONTINGENCIES

Like other energy companies, Maxus' operations are subject to various laws
related to the handling and disposal of hazardous substances which require the
cleanup of deposits cind spills. Compliance with the laws and protection of the
environment worldwide is of the highest priority to Maxus management. In the
first quarter of 1995, the Company spent $1.4 million in environmental related
expenditures for its oil and gas operations.

In addition, the Company is implementing certain environmental projects
related to its former chemicals business ("Chemicals") sold to an affiliate of
Occidental Petroleum Corporation (collectively, "Occidental") in 1986 and
certain other disposed of businesses. The environmental projects discussed
below relating to Chemicals' business are being conducted on behalf of
Occidental pursuant to the sale agreement.

The Company has agreed to remediate the site of the former agricultural
chemical plant in Newark, New Jersey as required by a consent decree entered
into in 1990 by Occidental, the United States Environmental
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Protection Agency (the "EPA") and the New Jersey Department of Environmental
Protection and Energy (the "DEP"). Pursuant to an agreement with the EPA, the
Company is conducting further testing and studies to characterize contaminated
sediment in a portion of the Passaic River near the plant site. The Company
has been conducting .similar studies under its own auspices for several years.

Under an Administrative Consent Order issued by the DEP in 1990, covering
sites primarily in Kaarny and Secaucus, New Jersey, the Company will continue
to implement interim remedial measures and to perform remedial investigations
and feasibility studies and, if necessary, will implement additional remedial
actions at various locations where chromite ore residue, allegedly from the
former Kearny plant, was utilized, as well as at the plant site.

Until 1976, Chemicals operated manufacturing facilities in Painesville,
Ohio. The Company has heretofore conducted many remedial, maintenance and
monitoring activities at this site. The former Painesville plant area has been
proposed for listing on the national priority list of Superfund sites. The
scope and nature of further investigation or remediation which may be required
cannot be determined at this time.

The Company also has responsibility for Chemicals' share of the remediation
cost for a number of other non-plant sites where wastes from plant operations
by Chemicals were allegedly disposed of or have come to be located, including
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several commercial waste disposal site

At the time of the spin-off by the Company of Diamond Shamrock, Inc. ("DSI")
in 1987, the Company executed a cost-sharing agreement for the partial
reimbursement by DSI of environmental expenses related to the Company's
disposed of businesses, including Chemicals. DSI was expected to reach its
total reimbursement obligation in 1996.

The Company's total expenditures for environmental compliance for disposed
of businesses, including Chemicals, were $7.9 million in the first quarter of
1995, $2.6 million o::~ which was recovered from DSI under the cost-sharing
agreement.

Reserves have been established for environmental liabilities where they are
material and probable and can be reasonably estimated. At March 31, 1995 and
December 31, 1994, reserves for the above environmental contingencies totaled
$84.7 million and $87.1 million, respectively. During 1994, the Company
increased its reserve for future environmental liabilities by $60.5 million,
primarily in response to the EPA's proposal of chromium clean-up standards and
for additional costs expected to be incurred at Chemicals' former Newark, New
Jersey plant site.

The Company enters into various operating agreements and capital commitments
associated with the exploration and development of its oil and gas properties.
Such contractual financial and/or performance commitments are not material.

The Company's foreign petroleum exploration, development and production
activities are subject to political and economic uncertainties, expropriation
of property and cancellation or modification of contract rights, foreign
exchange restrictions and other risks arising out of foreign governmental
sovereignty over the areas in which the Company's operations are conducted, as
well as risks of los.3 in some countries due to civil strife, guerrilla
activities and insurrection. Areas in which the Company had significant
operations include the United States, Indonesia, Ecuador, Bolivia and
Venezuela.
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REPORT OF MANAGEMENT

To the Stockholders of
Maxus Energy Corporation

The Consolidated Financial Statements have been prepared in conformity with
generally accepted accounting principles and have been audited by Arthur
Andersen LLP, independent accountants, for the three months ended March 31,
1995, the nine months ended December 31, 1995 and the year ended December 31,
1996 and have been audited by Price Waterhouse LLP, independent accountants,
for the year ended December 31, 1994.

In meeting its responsibility for the reliability of the Consolidated
Financial Statements, the Company depends on its accounting and control
systems. These systems are designed to provide reasonable assurance that
assets are safeguarded against loss from unauthorized use and that
transactions are executed in accordance with the Company's authorizations and
are recorded properly. The Company believes that its accounting and control
systems provide reasonable assurance that errors or irregularities that could
be material to the Consolidated Financial Statements are prevented or would be
detected within a timely period. The Company also requires that all officers
and other employees adhere to a written business conduct policy.

The independent accountants provide an objective review as to the Company's
reported operating results and financial position. The Company also has an
active operations auditing program which monitors the functioning of the
Company's accounting and control systems and provides additional assurance
that the Company's operations are conducted in a manner which is consistent
with applicable laws.

The Board of Directors pursues its oversight role for the Consolidated
Financial Statements through the Audit Review Committee which is composed
solely of directors who are not employees of the Company. The Audit Review
Committee meets with the Company's financial management and operations
auditors periodically to review the work of each and to monitor the discharge
of their responsibilities. The Audit Review Committee also meets periodically
with the Company's independent accountants without representatives of the
Company present to discuss accounting, control, auditing and financial
reporting matters.



Page 70 of 146
/s/ W. Mark Miller
W. Mark Miller
Vice President and Chief Financial Officer

/s/ Linda R. Engelbr=cht
Linda R. Engelbrecht
Controller

Dallas, Texas
January 29, 1997
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Stockholders and Board of Directors of
Maxus Energy Corporation

We have audited the accompanying consolidated balance sheets of Maxus Energy
Corporation (a Delaware corporation) and subsidiaries as of December 31, 1996
and 1995 and March 31, 1995, and the related consolidated statements of
operations and cash flows for the year ended December 31, 1996, the nine
months ended December 31, 1995 and the three months ended March 31, 1995.
These financial statements are the responsibility of the Company's management.
Our responsibility is to express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis
Eor our opinion.

In our opinion, the consolidated financial statements referred to above
present fairly, in all material respects, the consolidated financial position
of Maxus Energy Corporation and its subsidiaries as of December 31, 1996 and
1995 and March 31, 1995, and the results of its operations and its cash flows
for the year ended December 31, 1996, the nine months ended December 31, 1995,
and the three months ended March 31, 1995, in conformity with generally
accepted accounting principles.

/s/ Arthur Andersen LLP
Arthur Andersen LLP

Dallas, Texas
January 29, 1997
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Stockholders and Board of Directors of
Maxus Energy Corporation

In our opinion, the accompanying consolidated statements of operations and
of cash flows present fairly, in all material respects, the results of
operations and cash flows of Maxus Energy Corporation and its subsidiaries for
the year ended December 31, 1994 in conformity with generally accepted
accounting principles. These financial statements are the responsibility of
the Company's management; our responsibility is to express an opinion on these
financial statements based on our audit. We conducted our audit of these
statements in accordance with generally accepted auditing standards which
require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, and evaluating the overall
financial statement presentation. We believe that our audit provides a
reasonable basis foi the opinion expressed above. We have not audited the
consolidated financial statements of Maxus Energy Corporation for any period
subsequent to December 31, 1994.

/s/ Price Waterhouse LLP



Price Waterhouse LLP

Dallas, Texas
February 28, 1995
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(UNAUDITED)

(DATA IS AS OF DECEMBER 31 FOR THE YEAR ENDED 1994 AND AS OF MARCH 31 FOR THE
FIRST QUARTER THEN

ENDED 1995. THE DOLLAR AMOUNTS IN TABLES ARE IN MILLIONS, EXCEPT PER SHARE)

Oil and Gas Producing Activities

The following are disclosures about the oil and gas producing activities of
the Company as required by Statement of Financial Accounting Standards No. 69
("SFAS 69").

RESULTS OF OPERATIONS

Results of operations from all oil and gas producing activities are shown
below. These results exclude revenues and expenses related to the purchase of
natural gas and the subsequent processing and resale of such natural gas plus
the sale of natural gas liquids extracted therefrom.

<TABLE>
<CAPTION>

UNITED STATES INDONESIA

MARCH 31, DECEMBER 31, MARCH 31, DECEMBER 31,
1995 1994 1995 1994
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Sales.

Production costs
Exploration costs
Depreciation, depletion and am-
ortization
(Gain) loss on sale of assets...
Other

Income (loss) before tax provi-
sion
Provision (benefit) for income
taxes

Results of operations.

</TABLE>

$22.7

7.4
3.7

7.0
(.1)
2.9(a)

20.9

1.8

$ 1.8

$ 132.3

35.0
12.2

45.3
(201.8)
10.8(a)

(98.5)

230.8

4.6

$ 226.2

$93.1

39.7
2.7

16.9

(3.0)

56.3

36.8

18.7

$18.1

$381.2

151.5
13.8

75.6

1.8

242.7

138.5

74.4

$ 64.1

<TABLE>
<CAPTION>

SOUTH AMERICA OTHER FOREIGN WORLDWIDE

MARCH 31, DECEMBER 31, MARCH 31, DECEMBER 31, MARCH 31, DECEMBER 31,
1995 1994 1995 1994 1995 1994

Sales.

Production costs
Exploration costs
Depreciation, depletion
and amortization
(Gain) loss on sale of
assets
Other

Income (loss) besfore tax
provision
Provision (benefit) for
income taxes

$ 7.8

6.8
.4

3.9

.4

11.5

(3.7)

.5

$24.0

17.8
2.4

7.5

.2
(1.4)

$123.6 $ 537.5

26.5

(2.5)

5.2

$ 2.2

.4

(1.1)

1.5

(1.5)

$ 7.2

2.7

(.3)

9.6

(9.6)

(.2)

53.9
9.0

28.2

(1.2)
.3

90.2

33.4

19.2

204.3
35.6

131.1

(201.6)
10.9

180.3

357.2

84.0
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Results of operations... $(4.2) $(7.7) $(1.5) $(9.4) $ 14.2 $ 273.2

</TABLE>

(a) Includes United States gathering and processing costs related to sales.
Such costs were $3.1 million and $11.8 million for March 31, 1995,
December 31, 1994, respectively.
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CAPITALIZED COSTS

Included in properties and equipment are capitalized amounts applicable to
the Company's oil and gas producing activities. Such capitalized amounts
include the cost of mineral interests in properties, completed and incomplete
wells and related support equipment as follows:

<TABLE>
<CAPTION>

UNITED STATES INDONESIA

Proved properties $605.4
Unproved properties

Less—Accumulated depreciation,
depletion and amortization

</TABLE>

<TABLE>
<CAPTION>

SOUTH AMERICA OTHER FOREIGN WORLDWIDE

Proved properties. ..
Unproved properties.

Less—Accumulated
depreciation, depletion
and amortization

</TABLE>

COSTS INCURRED

Costs incurred by the Company in its oil and gas producing activities
(whether capitalized or charged against earnings) were as follows:

<TABLE>
<CAPTION>

UNITED STATES INDONESIA

MARCH
1995

$605.
10.

616.

422.

$193.

31,

4
7

1

6

5
rx=

DECEMBER 31
1994

$584.0
7.8

591.8

416.8

$175.0

, MARCH 31,
1995

$1,588.1
.7

1,588.8

1,060.6

$ 528.2

DECEMBER 31,
1994

$1,572.9
.7

1,573.6

1,043.7

$ 529.9

MARCH 31,
1995

$252
15

267

12

$255

.1

.2

.3

.3

.0

DECEMBER 31, MARCH 31,
1994 1995

$240
15

256

8

$247

.8

.2 $5.0

.0 5.0

.5 4.2

.5 $ .8

DECEMBER 31, MARCH 31,
1994 1995

$5.4

5.4

4.0

$1.4

$2,445.
31.

2,477.

1,499.

$ 977.

6
6

2

7

5

DECEMBER
1994

$2,397.
29.

2,426.

1,473.

$ 953.

31,

7
1

8

0

8

MARCH 31, DECEMBER 31, MARCH 31, DECEMBER 31,
1995 1994 1995 1994

Property acquisition costs ........ $13.6 $ 2.4
Exploration costs ................. 7.0 12.8 $7.0 $13.8
Development costs ................. 8.2 20.9 10.9 58.7

$28.8 $36.1 $17.9 $72.5
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</TABLE>

<TABLE>
<CAPTION>

SOUTH AMERICA OTHER FOREIGN WORLDWIDE

Property acquisition
costs
Exploration costs. . . .
Development costs. . . .

</TABLE>

<PAGE>

MARCH 31, DECEMBER 31, MARCH 31, DECEMBER 31, MARCH 31, DECEMBER 31,
1995 1994 1995 1994 1995 1994

$ .4
11.3

$11.7

$ 3.4
77.7

$81.1
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$2.2

$2.2

$7.4

$7.4

$13.6
16.6
30.4

$60.6

$ 2.4
37.4
157.3

$197.1

OIL AND GAS RESERVES

The following table represents the Company's net interest in estimated
quantities of developed and undeveloped reserves of crude oil, condensate,
natural gas liquids and natural gas and changes in such quantities at quarter-
end March 31, 1995 and at year-end 1994. Net proved reserves are the estimated
quantities of crude oil and natural gas which geological and engineering data
demonstrate with reasonable certainty to be recoverable in future years from
known reservoirs under existing economic and operating conditions. Proved
developed reserves are proved reserve volumes that can be expected to be
recovered through existing wells with existing equipment and operating
methods. Proved undeveloped reserves are proved reserve volumes that are
expected to be recovered from new wells on undrilled acreage or from existing
wells where a significant expenditure is required for recompletion.

Estimates of reserves were prepared by the Company using standard geological
and engineering methods generally accepted by the petroleum industry and in
accordance with the rules and regulations of the Securities and Exchange
Commission ("SEC"). The choice of method or combination of methods employed in
the analysis of each reservoir was determined by experience in the area, stage
of development, quality and completeness of basic data, and production
history. There are numerous uncertainties inherent in estimating quantities of
proved reserves and in projecting future rates of production and timing of
development expenditures, including many factors beyond the control of the
producer. Reserve engineering is a subjective process of estimating
underground accumulations of crude oil and natural gas that cannot be measured
in an exact manner, and the accuracy of any reserve estimate is a function of
the quality of available data and of engineering and geological interpretation
and judgment. As a result, estimates of different engineers often vary. In
addition, results of drilling, testing and production subsequent to the date
of an estimate may justify revision of such estimate. Accordingly, reserve
estimates are often different from the quantities of crude oil and natural gas
that are ultimately recovered. The meaningfulness of such estimates is highly
dependent upon the accuracy of the assumption upon which they were based. The
reserve estimates were subjected to economic tests to determine economic
limits. The estimates may change as a result of numerous factors including,
but not limited to, additional development activity, evolving production
history, and continued reassessment of the viability of production under
varying economic conditions.

<TABLE>
•CCAPTION>

MARCH 31, 1995 (D) DECEMBER 31, 1994

CRUDE OIL

Net Proved Developed and
Undeveloped Reserves
Beginning of period .....
Revisions of previous
estimates ............
Purchase of reserves
in place .............

UNITED SOUTH
STATES INDONESIA AMERICA TOTAL

UNITED
STATES INDONESIA

SOUTH
AMERICA TOTAL

(MILLIONS OF BARRELS)
<c> <c> <c> <c> <c> <c

3.5 158.8 67.1 229.4 12.3

.2

.3 .3

180.1 71.6 264.0

(3.2)(a) 5.1 2.1
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Extensions,
discoveries and other

Production (.1)
Sales of reserves in

End of period 3.7

Net Proved Developed
Reserves

End of period 2.8
===

</TABLE>

<PAGE>

<TABLE>
<CAPTION>

NATURAL GAS(B)

Net Proved Developed and
Undeveloped Reserve:?

Revisions of previous

Purchase of reserves in place. .
Extensions, discoveries and

Sales of reserves :in place

Net Proved Developed Reserves

<CAPTION>

NATURAL GAS LIQUIDS

Net Proved Developed and
Undeveloped Reserves!
Beginning of period
Revisions of previous

Purchase of reserves in place. .
Extensions, discoveries and

Net Proved Developed Reserves

End of period.

.1 3.5(a)
(4.7) (.8) (5.6) (.9) (21.6)

(8.2)

154.1 66.3 224.1 3.5 158.8

3.6
(1.8) (c) (24.3)

(7.8) (16.0)

67.1 229.4

141.5 14.8 159.2 11.0 161.1 14.1 186.2
136.8 14.0 153.6 2.9 141.5 14.8 159.2
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MARCH 31, 1995 (D) DECEMBER 31, 1994

UNITED UNITED
STATES INDONESIA TOTAL STATES INDONESIA

(BILLIONS OF CUBIC FEET)

492 304 796 679 262

21 1
24 24

13 58
(11) (4) (15) (57) (17)

(164)

505 300 805 492 304

TOTAL

941

22

71
(74)
(164)

796

384 107 491 507 85 592
373 103 476 384 107 491

MARCH 31, 1995 (D) DECEMBER 31, 1994

UNITED UNITED
STATES INDONESIA TOTAL STATES INDONESIA

(MILLIONS OF BARRELS)

36.5 9.4 45.9 37.1 10.2

2.0 (.7)
.4 .4

.4 .7
(.8) (.1) (.9) (3.0) (.8)

36.1 9.3 45.4 36.5 9.4

29.7 3.2 32.9 29.5 3.3
28.9 3.1 32.0 29.7 3.2

TOTAL

47.3

1.3

1.1
(3.8)

45.9

32.8
32.9

</TABLE>

(a) The changes reflect the impact of the change in the price of crude oil on
the barrels to which the Company is entitled under the terms of the
Indonesian production sharing contracts. The Indonesian production sharing
contracts allow the Company to recover tangible production and exploration
costs, as well a;; operating costs. As the price of crude oil fluctuates,
the Company is entitled to more or less barrels of cost recovery oil.
Increasing prices: at the end of 1994 resulted in a decrease of 11.7
million barrels.
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(b) Natural gas is reported on the bas of actual or calculated volumes which

remain after removal, by lease or field separation facilities, of
liquefiable hydrocarbons and of non-hydrocarbons where they occur in
sufficient quantities to render the gas unmarketable. Natural gas reserve
volumes include liquefiable hydrocarbons approximating 11% of total gas
reserves in the United States and 5% in Indonesia which are recoverable at
natural gas processing plants downstream from the lease or field
separation facilities. Such recoverable liquids also have been included in
natural gas liquids reserve volumes.

(c) Reserves in Venezuela attributable to an operating service agreement under
which all hydrocarbons are owned by the Venezuelan government have not
been included. Production reported in Oil and Gas reserves does not
include Venezuela production but it is included in net oil sales reported
in Exploration and Production Statistics. The SFAS 69 Results of
Operations, Capitalized Costs and Costs Incurred disclosures include costs
related to Venezuela.

(d) Reserves are estimated at year end only. Reserves at March 31, 1995 are
December 31, 199'! reserves adjusted only for the production for the first
quarter of 1995 and purchase of properties in the United States.
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FUTURE NET CASH FLOWS

The standardized moasure of discounted future net cash flows relating to the
Company's proved oil and gas reserves is calculated and presented in
accordance with Statianent of Financial Accounting Standards No. 69.
Accordingly, future cash inflows were determined by applying year-end oil and
gas prices (adjusted for future fixed and determinable price changes) to the
Company's estimated share of future production from proved oil and gas
reserves. Future income taxes were derived by applying year-end statutory tax
rates to the estimated net future cash flows. A prescribed 10% discount factor
was applied to the future net cash flows.

In the Company's opinion, this standardized measure is not a representative
measure of fair markut value, and the standardized measure presented for the
Company's proved oil and gas reserves is not representative of the reserve
value. The standardised measure is intended only to assist financial statement
users in making comparisons between companies.

Future net cash flows and changes in the standardized measure are only
prepared at year-end; therefore, no data is presented as of March 31, 1995.
Information as of December 31, 1995 is included in the post-Merger section.

<TABLE>
<CAPTION>

DECEMBER 31, 1994

UNITED STATES INDONESIA SOUTH AMERICA WORLDWIDE

<s> <c> <c> <c> <c>
Future cash flows $ 967.3 $ 3,389.0 $ 831.9 $ 5,188.2
Future production and devel-
opment costs (324.7) (2,246.8) (371.8) (2,943.3)
Future income tax expenses... (92.8) (503.1) (53.6) (649.5)

E-uture net cash flows 549.8 639.1 406.5 1,595.4
Annual discount at 10% rate.. (241.1) (261.7) (162.8) (665.6)

Standardized measure of dis-
counted future net cash
flows $308.7 $ 377.4 $243.7 $ 929.8

</TABLE>

The following are the principal sources for change in the standardized
measure:

<TABLE>
<CAPTION>

DECEMBER 31, 1994

Beginning of year $1,061.3
Sales and transfers of oil and gas produced, net of
production costs (333.2)
Net changes in prices and production costs 103.4



ed recovery, lessExtensions, d:.scoveries and imf.
related cost«
Development costs incurred during the year that
reduced future development costs
Revisions of previous quantity estimates
Purchase of reserves in place
Sale of reserves in place
Net change in income taxes
Accretion of discount
Other

End of year.

<:/TABLE>

68.0

123.2
56.6

. 4
( 275 .7 )

( 2 2 . 6 )
132.4

16.0

$ 929.8
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MAXUS ENERGY CORPORATION

CONSOLIDATED STATEMENT OF OPERATIONS

<TABLE>
<CAPTION>

TWELVE MONTHS NINE MONTHS
ENDED ENDED

DECEMBER 31, DECEMBER 31,
1996 1995

(IN MILLIONS)

Revenues
Sales and operating revenues.
Other revenues, net

Costs and Expenses
Operating expenses
Gas purchase costs
Exploration, including exploratory dry holes.
Depreciation, depletion and amortization
General and administrative expenses
Taxes other than income taxes
Interest and debt expenses

Income (Loss) Before Income Taxes and Extraordinary
Item
Income Taxes

Net Income (Loss) Before Extraordinary Item.
Extraordinary Item

Net Income (Loss),

</TABLE>

$718.0
29.1

738.1

201.
74.
35.
168.
11.4
14.0
134.6

639.9

98.2
77.6

20.6
(5.6)

$ 15.0

$463.8
7.1

470.9

173.5
41.4
51.2
142.1
12.7
9.7

104.9

535.5

(64.6)
9.1

(73.7)

$(73.7)

<:PAGE>

See Notes to Consolidated Financial Statements.
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MAXUS ENERGY CORPORATION

CONSOLIDATED BALANCE SHEET

<TABLE>
<CAPTION>

ASSETS
DECEMBER 31, DECEMBER 31,

1996 1995

(IN MILLIONS, EXCEPT
SHARES)

Current Assets
Cash and cash equivalents. 28.9 38.3
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Receivables, less allowance for douL
Funding guarantee from parent
Inventories
Restricted cash
Deferred income ta:tes
Prepaid expenses

1 accounts.

Total Current Assets
Properties and Equipment, less accumulated
depreciation, depletion and amortization..
Investments and Long-Term Receivables
Pestricted Cash
Funding Guarantee from Parent
Deferred Charges

LIABILITIES AND STOCKHOLDERS'
Current Liabilities
Current portion of long-term debt..
Accounts payable
Taxes payable
Accrued liabilities

EQUITY

Total Current Liabilities
Long-Term Debt
Advances from Parent
Deferred Income Taxes
Other Liabilities and Deferred Credits
$9.75 Redeemable Preferred Stock, $1.00 par value
Authorized and issucsd shares 625,000 and 1,250,000.
Stockholders' Equity
$2.50 Preferred Stock, $1.00 par value
Authorized shares—5, 000, 000
Issued shares--3,500,000
$4.00 Preferred Stock, $1.00 par value
Authorized shares —0 and 5,915,017
Issued shares—0 and 4,356,958

Common Stock, $1.00 par value
Authorized shares—300,000, 000
Issued shares—147,246,364 and 135,609,772
Paid-in capita L
Accumulated deficit
Minimum pension liability

Total Stockholders' Equity.

199.0
27.4
26.3
7.3
15.3
10.5

314.7

2,022.2
.4

26.5
75.2
17.5

$2,456.5

? 54.1
9B.1
44.6
158.0

354.8
1,034.4

182.2
502.7
171.0

62.5

57.8

147.2
216.4
(272.3)

(.2)

148.9

$2,456.5

141.8

40.8
19.0
6.9
19.6

266.4

2,363.6
7.1
61.4

18.3

$2,716.8

S 34.3
59.0
39.7

173.4

306.4
1,254.6

6.6
551.2
233.0

125.0

66.5

11.7

135.6
105.8
(73.7)
(5.9)

240.0

$2,716.8

</TABLE>
See "Commitments and Contingencies."

See Motes to Consolidated Financial Statements.
The Company uses the successful efforts method to account for its oil and gas

producing activities.
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MAXUS ENERGY CORPORATION

CONSOLIDATED STATEMENT OF CASH FLOWS

<TABLE>
<CAPTION>

TWELVE MONTHS NINE MONTHS
ENDED ENDED

DECEMBER 31, DECEMBER 31,
1996 1995

(IN MILLIONS)

Cash Flows From Operating Activities:
Net income/(loss)
Adjustments to reconcile net income/(loss) to net
cash provided by operating activities:
Extraordinary item
Depreciation, depletion and amortization
Dry hole costs
Income taxes

S 15.0

5.6
168.9

5.5
(26.2)

$( 73.7)

142.1
18.8
(49.2)
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Net (gain)/loss on sale of assets
investments
Postretiremen! benefits
Accretion of discount on long-term debt...
Release of excess insurance reserves
Other
Changes in components of working capital:
Receivables
Inventories, prepaids and other current
assets

Accounts payable
Accrued liabilities
Taxes payable/receivable

Net Cash Provided by Operating Activities.

Cash Flows From Investing Activities:
Expenditures for properties and equipment—
including dry hole costs
Proceeds on asset sales to parent
Proceeds from sales of assets
Proceeds from sale/maturity of short- and long-
term investments
Restricted cash
Other

Net Cash Provided by/(Used in) Investing
Activities

Cash Flows From Financing Activities:
Interest rate swap
Proceeds from issuance of short-term debt
Repayment of short-term debt
Net proceeds from issuance of long-term debt
Repayment of long-term debt
Cash advance from parent
Acquisition of common stock, including payment of
merger costs
Issuance of common stock to parent
Capital contribution from parent
Redemption of preferred stock
Dividends paid on preferred stock

Net Cash Used in Financing Activities.

Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period...,

Cash and Cash Equivalents at End of Period.

</TABLE>

2.3
3.8
9.0

(13.6)
8.2

(72.9)

19.4
42.7
(25.7)
9.8

151.8

(203.3)
292.7
13.7

46.6
(29.5)

120.2

(60.7)

(148.7)
175.6

(3.7)
64.0

(280.5)
(27.4)

(281.4)

(9.4)
38.3

S 28.9

<PAGE>

See Notes to Consolidated Financial Statements.
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MAXUS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(5.9)
3.1
7.3

1.4

(5.4)

(12.8)
9.2

(31.5)
53.4

56.8

(137.4)

27.4

96.3
45.3
(34.3)

(2.7)

6.9
17.2
(21.8)
839.8
(425.1)

(746.6)

250.5

(28.8)

(107.9)

(53.8)
92.1

$ 38.3

MOTE ONE—SIGNIFICANT ACCOUNTING POLICIES

The Consolidated Financial Statements have been prepared in conformity with
generally accepted accounting principles, the most significant of which are
described below. Effective April 1, 1995, the Company used the purchase method
of accounting tc record the acquisition of the Company by YPF Sociedad Anonima
("YPF") as discussed in Note Two. Financial statements presented for periods
after April 1, 1995 reflect the effects of the Merger-related transactions.
Post-Merger financial information is not comparable to prior periods due to
the application of purchase accounting effective April 1, 1995. The following
post-Merger data is for the twelve months ended December 31, 1996, and the
nine months ended December 31, 1995 and dollar amounts in tables are in
millions.

In June 1996, YPF and Maxus announced an internal reorganization of Maxus
which included the transfer of the Common Stock of Maxus to a YPF indirect
wholly owned subsidiary, YPF Holdings, Inc. ("Holdings"), and the sale of
common stock of certain subsidiaries of Maxus to a wholly owned subsidiary of



Page 79 of 146
YPF (See Note Three).

Consolidation Accounting

The Consolidated Financial Statements include the accounts of the Company
and all domestic and foreign subsidiaries. All significant intercompany
accounts and transactions have been eliminated.

Management's Estimates

The preparation of financial statements in accordance with generally
accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the
period. Actual results could differ from these estimates.

Statement of Cash Flows

Investments with original maturities of three months or less at the time of
original purchase ar = considered cash equivalents for purposes of the
accompanying Consolidated Statement of Cash Flows. Short-term investments
include investments with maturities over three months but less than one year.

Net cash provided Dy operating activities reflects cash receipts for
interest income and ;ash payments for interest expense and income taxes as
follows:

<TABLE>
<CAPTION>

TWELVE MONTHS ENDED NINE MONTHS ENDED
DECEMBER 31, 1996 DECEMBER 31, 1995

Interest receipts $ 9.3 $ 11.8
Interest payments 127.4 107.9
Income tax payments 93.0 64.7

</TABLE>

Inventory Valuation

Inventories are valued at the lower of historical cost or market value and
are primarily comprised of well equipment and supplies. Historical cost is
determined primarily by using the weighted average cost method.

Properties and Equipment

Properties and equipment are carried at cost. Major additions are
capitalized; expenditures for repairs and maintenance are charged against
earnings.
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MAXUS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(CONTINUED)

The Company follows the provisions of Statement of Financial Accounting
Standards No. 121 ("SFAS 121"), "Accounting for the Impairment of Long-Lived
Assets and for Long-Lived Assets to be Disposed of," which requires a review
of long-lived assets for impairment whenever events or changes in circumstance
indicate that the carrying amount of the asset may not be recoverable. Under
SFAS 121, if the expected future cash flow of a long-lived asset is less than
the carrying amount of the asset, an impairment loss shall be recognized to
value the asset at its fair value.

The Company uses the successful efforts method to account for costs incurred
in the acquisition, exploration, development and production of oil and gas
reserves. Under this method, all geological and geophysical costs are
expensed; all development costs, whether or not successful, are capitalized as
costs of proved properties; exploratory drilling costs are initially
capitalized, but if the effort is determined to be unsuccessful, the costs are
then charged against earnings; depletion is computed based on an aggregation
of properties with common geologic structural features or stratigraphic
conditions, such as reservoirs or fields.

For investment in unproved properties in the United States, a valuation
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allowance (included as an element of <. etion) is provided by a charge
against earnings to reflect the impairment of unproven acreage. Investment in
international non-producing leasehold costs are reviewed periodically by
management to insure the carrying value is recoverable based upon the
geological and engineering estimates prepared by independent petroleum
engineers of total possible and probable reserves expected to be added over
the remaining life of each concession. Based upon increases to proved reserves
determined by reserve reports, a portion of the investment in international
non-producing leasehold costs will be periodically transferred to investment
in proved properties.

Depreciation and depletion related to the costs of all development drilling,
successful exploratory drilling and related production equipment is calculated
using the unit of production ("OOP") method based upon estimated proved
developed reserves. Leasehold costs are amortized using the OOP method based
on estimated proved reserves. Other properties and equipment, which includes
gas gathering and processing equipment and plants, are depreciated generally
on the straight-line method over their estimated useful lives. Estimated
future dismantlement, restoration and abandonment costs for major facilities,
net of salvage value, are taken into account in determining depreciation,
depletion and amortization.

The Company capitalizes the interest cost associated with major property
additions and mineral development projects while in progress. Such amounts are
amortized applying the same depreciation method over the same useful lives as
that used for the related assets.

When complete units of depreciable property are retired or sold, the asset
cost and related accumulated depreciation are eliminated with any gain or loss
reflected in other revenues, net. When less than complete units of depreciable
property are disposed of or retired, the difference between asset cost and
salvage or sales value is charged or credited to accumulated depreciation and
depletion.

Deferred Charges

Deferred charges are primarily comprised of debt issuance costs and are
amortized over the terms of the related debt agreements.

Revenue Recognition

Oil and gas sales are recorded on the entitlements method. Differences
between the Company's actual production and entitlements result in a
receivable when underproduction occurs and a payable when overproduction
occurs. These underproduced or overproduced volumes are valued based on the
weighted average sales price for each respective property. The Company's gross
underproduced and overproduced volumes at December 31, 1996 are not material.
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MAXUS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(CONTINUED)

Pensions

The Company has a number of trusteed noncontributory pension plans covering
substantially all full-time employees. The Company's funding policy is to
contribute amounts to the plans sufficient to meet the minimum funding
requirements under governmental regulations, plus such additional amounts as
management may determine to be appropriate. The benefits related to the plans
are based on years of service and compensation earned during years of
employment. The Company also has a noncontributory supplemental retirement
plan for executive officers and selected key employees.

Other Postretirement and Postemployment Benefits

The Company provides certain health care and life insurance benefits for
eligible retired employees and certain insurance and other postemployment
benefits for eligible individuals whose employment is terminated by the
Company prior tc their normal retirement. The Company accrues the estimated
cost of retiree benefit payments, other than pensions, during employees'
active service periods. Employees become eligible for these benefits if they
meet minimum age and service requirements. The Company accounts for benefits
provided after employment but before retirement by accruing the estimated cost
of postemployment benefits when the minimum service period is met, payment of
the benefit is probable and the amount of the benefit can be reasonably
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estimated. The Company's policy is to 1 other postretirement and
postemployment benefits as claims are incurred.

Environmental Expenditures

Environmental liabilities are recorded when environmental assessments and/or
remediation are probable and material and such costs to the Company can be
reasonably estimated. The Company's estimate of environmental assessment
and/or remediation costs to be incurred are based on either 1) detailed
feasibility studies of remediation approach and cost for individual sites or
2) the Company's estimate of costs to be incurred based on historical
experience and publicly available information based on the stage of assessment
and/or remediation o:f each site. As additional information becomes available
regarding each site or as environmental remediation standards change, the
Company revises its estimate of costs to be incurred in environmental
assessment and/or remediation. During the third quarter 1996, the Company, as
part of its general reorganization, transferred certain liabilities related to
environmental matters to Chemical Land Holdings, Inc. ("CLH"), an indirect
subsidiary of YPF, effective as of August 1, 1996 (See Note Three).

Litigation Contingencies

The Company record;; liabilities for litigation when such amounts are
probable, material and can be reasonably estimated.

Income Taxes

Effective August 13, 1996, YPF transferred ownership of its shares of the
Company's Common Stock to Holdings, a U. S. corporation. The Company
subsequently transferred its ownership of the common stock of CLH to a
subsidiary of Holdings (See Note Three). As a result of these transactions
both the Company and CLH are now included as members of an affiliated group of
companies qualifying, within the meaning of the United States Internal Revenue
Code, to file a consolidated federal income tax return having Holdings as
common U. S. parent.

The Company's financial statements reflect an allocation of income tax
expense or benefit firoro. the Holdings consolidated income tax group. This
method of allocation is consistent with the principles established by
Statement of Financial Accounting Standard, No. 109 ("SFAS 109"), "Accounting
for Income Taxes." It is
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based on a calculation of income tax for the Company as a separate entity,
adjusted to reflect certain attributes of Holdings' consolidated income tax
return. The attributes include, but are not limited, to the consolidated loss
apportionment, tax ciredits, and the alternative minimum tax.

Effective August 1, 1996, CLH assumed certain liabilities of the Company
relating to environmental matters (See Note Three); thus, current taxes and
deferred taxes associated with the assumption of these liabilities have been
transferred to the accounts of CLH.

Financial Instruments with Off-Balance Sheet Risk and Concentrations of
Credit Risk

The Company's financial instruments that are exposed to concentrations of
credit risk consist primarily of cash equivalents, restricted cash and trade
receivables.

The Company's cash equivalents and restricted cash represent high-quality
securities placed with various high investment grade institutions. This
investment practice limits the Company's exposure to concentrations of credit
risk.

The Company's trade receivables are dispersed among a broad domestic and
international customer base; therefore, concentrations of credit risk are
limited. The Company carefully assesses the financial strength of its
customers. Letters o:: credit are the primary security obtained to support
lines of credit.

The Company has minimal exposure to credit losses in the event of
nonperformance by the counterparties to derivative and nonderivative financial
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assets. The Company does not obtain cc teral or other security to support
financial instruments subject to credit risk but restricts such arrangements
t:o investment-grade counterparties.

Investments in Marketable Securities

Investments in debt and equity securities are reported at fair value except
for those investments in debt securities which management has the intent and
the ability to hold to maturity. Investments in debt securities which are
held-for-sale are classified based on the stated maturity and management's
intent to sell the securities. Unrealized gains and losses on investments in
marketable securities, except for debt securities classified as "held-to-
maturity", are reported as a separate component of stockholders' equity.

Derivatives

The Company periodically hedges the effects of fluctuations in the price of
crude oil, natural gas and natural gas liquids ("NGL") through price swap
agreements and futures contracts. During 1996, the Company hedged
approximately 35% of its NGL sales and 60% of its U. S. natural gas production
and anticipates hedging approximately 40% of its U. S. NGL sales and 85% of
its U. S. natural gas production in 1997. Gains and losses on these hedges are
deferred until the related sales are recognized and are recorded as a
component of sales and operating revenues. The Company periodically entered
into interest rate swap agreements to hedge interest on long-term debt;
however, during the nine-month period ended December 31, 1995, the Company
unwound its sole interest rate swap agreement.

Take-or-Pay Obligations

The Company records payments received for take-or-pay obligations for
unpurchased contract volumes as deferred revenue, which is included in Other
Liabilities in the Consolidated Balance Sheet. The deferred revenue is
recognized in the Consolidated Statement of Operations as quantities are
delivered which fulfill the take-or-pay obligation. At December 31, 1996 and
1995, the Company had S3.1 million and $12.4 million, respectively, in
deferred revenue as a result of a take-or-pay payment received in 1995 related
to its Indonesian operations.
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Uncertainties Involving Forward-Looking Disclosure

Certain of the statements set forth in the accompanying "Notes to
Consolidated Financial Statements," such as the statements regarding expected
cash advances from parents, projected environmental expenditures and the
percentage of U. S. natural gas production anticipated to be hedged, are
forward-looking (within the meaning of the U. S. Private Securities Litigation
Reform Act of 1995) and are based upon assumptions that in the future may
prove not to have been accurate. Such statements are subject to a number of
risks and uncertainties including volatility of crude oil and natural gas
prices, uncertainties regarding program spending commitments, environmental
risks and operating Hazards and risks. Because of the foregoing matters, the
Company's actual results for 1997 and beyond could differ from those expressed
in the forward-looking statements.

NOTE TWO—MERGER

On June 8, 1995, a special meeting of the stockholders of the Company was
held to approve the Agreement of Merger ("Merger Agreement") dated February
•.28, 1995, between the Company, YPF Acquisition Corp. ("YPFA Corp.") and YPF.
The holders of the Company's common stock, SI.00 par value per share (the
"Shares" or "Common Stock"), and $4.00 Cumulative Convertible Preferred Stock
(the "$4.00 Preferred Stock" and, together with the Shares, the "Voting
Shares"), approved the Merger Agreement, and the Purchaser was merged into the
Company (the "Merger") on June 8, 1995 (the "Merger Date").

The Merger was the consummation of transactions contemplated by a tender
offer (the "Offer") which was commenced on March 6, 1995 by YPFA Corp. for all
the outstanding Shares at $5.50 per Share. Pursuant to the Offer, in April
1995 YPFA Corp. acquired 120,000,613 Shares representing approximately 88.5%
of the then-outstanding Shares of the Company. As a result of the Merger, each
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outstanding Share (other than Shares h . by YPFA Corp., YPF or any of their
subsidiaries or in the treasury of the Company, all of which were canceled in
the second quarter of 1995, and Shares of holders who perfected their
appraisal rights under Section 262 of the Delaware General Corporation Law)
was converted into the right to receive $5.50 in cash, and YPF became the sole
holder of all outstanding Shares.

The total amount o:f funds required by YPFA Corp. to acquire the entire
common equity interest in the Company, including the purchase of Shares
pursuant to the Offe:: and the payment for Shares converted into the right to
receive cash pursuant to the Merger, was approximately $762 million. In
addition, YPFA Corp. assumed all outstanding obligations of the Company. On
April 5, 1995, YPFA Corp. entered into a credit agreement with lenders for
which The Chase Manhattan Bank (National Association) ("Chase") acted as
agent, pursuant to which the lenders extended to YPFA Corp. a credit facility
for up to $550 million (the "Purchaser Facility"). On April 5, 1995, the
Purchaser borrowed $142 million under the Purchaser Facility and received a
capital contribution of $250 million from YPF. YPFA Corp. used borrowings
under the Purchaser Facility and the funds contributed to it by YPF to
purchase 120,000,613 Shares pursuant to the Offer. Subsequent to the Merger,
these Shares and all other outstanding Shares vested in YPF.

Effective April 1, 1995, the Company used the purchase method to record the
acquisition of the Company by YPF. In a purchase method combination, the
purchase price is allocated to the acquired assets and assumed liabilities
based on their fair values at the date of acquisition. As a result, the assets
and liabilities of the Company were revalued to reflect the approximate $762
million cash purchase price paid by YPF to acquire the Company. The Company's
oil and gas properties were assigned carrying amounts based on their relative
fair market values.

Following the Merger, Chase provided two additional credit facilities
aggregating $425 million: (i) a credit facility of $250 million (the "Midgard
Facility") extended to Midgard Energy Company, a wholly owned subsidiary of
the Company, and (ii) a credit facility of $175 million (the "Indonesian
Facility") extended to Maxus Indonesia, Inc., a wholly owned subsidiary of the
Company. The proceeds of the loans made pursuant to
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these facilities were used to repay, in part, the Purchaser Facility, which
was assumed by the Company pursuant to the Merger. In addition, the Company
applied $8 million of its available cash to repay the Purchaser Facility and
vised approximately $86 million of its available cash to pay holders of Shares
converted into the right to receive cash in the Merger. In December 1996, YPF
International Ltd. ("International"), the parent of Holdings, loaned the
Company approximately $175 million to repay the Indonesian Facility (See Note
Thirteen) .

NOTE THREE—GENERAL REORGANIZATION

On June 18, 15i96, the Company announced a reorganization which included the
sale of three of: its subsidiaries holding certain Bolivian and Venezuelan
assets to YPF, the redemption of the outstanding shares of $4.00 Preferred
Stock and the transfer to a YPF subsidiary of a Maxus subsidiary that had
assumed certain liabilities related to environmental matters.

On July 1, 1996, Maxus International Energy Company ("Seller"), a wholly
owned subsidiary of Maxus, sold all of the issued and outstanding shares of
capital stock of its wholly owned subsidiary, International, to YPF, pursuant
to a Stock Purchase and Sale Agreement by and between YPF and Seller. The sole
assets of International at the time of the transaction were all of the issued
and outstanding shares of capital stock of Maxus Bolivia, Inc. ("Maxus
Bolivia"), Maxus Venezuela (C.I.) Ltd. ("Venezuela C.I.") and Maxus Venezuela
S.A. ("Venezuela S.A."). The assets of Maxus Bolivia consisted of all of the
former assets and operations of Maxus in Bolivia, including the interests of
Maxus in the Suirubi Field and Secure and Caipipendi Blocks. The assets of
Venezuela C.I. and Venezuela S.A. consisted of all of the former assets and
operations of Maxus in Venezuela, except those held through Maxus Guarapiche
Ltd. ("Maxus Guarap:.che") , including the interests of Maxus in the Quiriquire
Unit.

The purchase price for the outstanding shares of capital stock of
International was $:>66.2 million which represented the carrying amount of
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International on the financial reporti cooks of Seller as of June 30, 1996.
Maxus used the proceeds from this transaction for general corporate purposes,
including the redemption of its $4.00 Preferred Stock, which is discussed
below.

While not a part of the above-described sale transaction, effective
September I, 1996, Seller sold all of the capital stock of Maxus Guarapiche to
International for $26.4 million which represented the carrying amount of Maxus
Guarapiche on the financial reporting books of Seller as of August 31, 1996.
Maxus Guarapiche had a 25% interest in the Guarapiche Block, an exploration
block, in Venezuela.

Also as part of the general reorganization, on August 13, 1996 Maxus
redeemed all of its outstanding shares of $4.00 Preferred Stock at a price of
$50 per share plus accrued and unpaid dividends (approximately $220.8 million
in the aggregate). The excess of the redemption price over the carrying value
of the $4.00 Preferred Stock resulted in an increase in the Company's
accumulated deficit of $213.6 million. The Company used a portion of the
proceeds from the sale of all of the issued and outstanding shares of capital
stock of International as well as an advance from Holdings of approximately
$55.6 million to redeem the $4.00 Preferred Stock.

As a further part of the reorganization, the Company transferred certain
liabilities related to environmental matters to CLH, an indirect subsidiary of
YPF, effective as of August 1, 1996. In connection with this transfer, CLH
assumed (the "Assumption") the liabilities so transferred and YPF committed to
contribute capital (the "Contribution Agreement") to CLH up to an amount of
5106.9 million that will enable CLH to satisfy its obligations under the
Assumption based on the Company's reserves established in respect of the
assumed liabilities as of July 31, 1996 plus certain operating expenses
budgeted by CLH from time to time. YPF will not be obligated to contribute
capital to CLH beyond the amount of its initial undertaking. The Company will
remain responsible for any obligations assumed by CLH in the event CLH does
not perform or fulfill such obligations. CLH has assumed responsibility for,
among other things, the environmental contingencies discussed in Note
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Twenty-Two and a declaratory judgment action filed by Occidental Chemical
Corporation ("OxyChem") and Henkel Corporation ("Henkel"), and the Company
transferred to CLH its remaining rights to recover costs under a cost-sharing
arrangement with Ultramar Diamond Shamrock Corporation.

The contribution obligation of YPF related to the Assumption was reflected
on the Company's financial statements as a long-term and short-term funding
guarantee from parent totaling $106.9 million, an increase to deferred income
taxes of $37.4 million and an increase to paid-in capital of $69.5 million. At
December 31, 1996, the outstanding funding guarantee totaled $102.6 million.
Insofar as CLH has assumed the Company's environmental liabilities and YPF has
committed to pay foi: the liabilities, such liabilities are not expected to
have an adverse impact on the financial reporting books of the Company.

Under the terms of the Contribution Agreement, Maxus agreed that any
contributions to the equity capital of CLH shall reduce the obligation of YPF
to capitalize Maxus pursuant to the Merger Agreement. During 1996, capital
contributions of $8.0 million were made to CLH.

Effective August 13, 1996, YPF transferred ownership of its shares of the
Company's Common Stock to one of its wholly owned subsidiaries, Holdings.

NOTE FOUR—ASSET ACQUISITION AND DIVESTITURES

In January 1996, the Company and its partners were successful in acquiring
the highly prospective Guarapiche Block in Venezuela's first auction awards
for equity production in over 20 years. Guarapiche is located on the same
trend as the five billion barrel El Furrial field in northeastern Venezuela.
In July 1996, the Company, together with its partners, paid $109 million ($27
million net to Maxu.5) to the Venezuelan Government for rights to explore the
Guarapiche Block. BP Exploration Orinoco Limited is the operator with a 37.5%
working interest, wnile Amoco Production Company and the Company hold the
remaining 37.5% and 25%, respectively. Effective September 1, 1996, Maxus sold
all of the capital stock of Maxus Guarapiche, which owns a 25% interest in the
Guarapiche Block, to International (See Note Three).



In December 1995, the Company sold i. overriding royalty interest in the
Recetor Block in Colombia for $25 million. There was no gain or loss
recognized on this transaction as the sales price approximated the carrying
value of the investment in the Recetor Block.

NOTE FIVE—GEOGRAPHIC DATA AND SIGNIFICANT CUSTOMERS

The Company is engaged primarily in the exploration for and the production
and sale of crudes oil and natural gas.

Sales, operating profit and identifiable assets by geographic area were as
follows:

<TABLE>
<CAPTION>

SALES AND OPERATING REVENUES

TWELVE MONTHS ENDED NINE MONTHS ENDED
DECEMBER 31, 1996 DECEMBER 31, 1995

Page 85 of 146

United States.
Indonesia.
South America.

<:/TABLE>
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$232.7
403.9
81.4

$718.0

$128.9
298.3
36.6

$463.8

F-41

MAXUS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(CONTINUED)

<TABLE>
<CAPTION>

OPERATING PROFIT/(LOSS)

TWELVE MONTHS ENDED NINE MONTHS ENDED
DECEMBER 31, 1996 DECEMBER 31, 1995

<s> <c> <c>
United States $ 37.8 $ (15.1)
Indonesia 157.1 88.7
South America 29.5 (11.5)
Other foreign (7.8) (15.9)

216.6 46.2
General corporate
income/(expenses) 16.2 (5.9)
Interest and debt expenses (134.6) (104.9)

$ 98.2 $ (64.6)

</TABLE>

<TABLE>
<CAPTION>

IDENTIFIABLE ASSETS

DECEMBER 31, 1996 DECEMBER 31, 1995

<s> <c> <c>
United States $ 737.6 $ 715.9
Indonesia 1,174.0 1,157.1
South America 320.2 666.6
Other foreign 21.9 24.3

2,253.7 2,563.9
Corporate assets 202.8 152.9

$2,456.5 $2,716.8

</TABLE>

Sales to three customers for the twelve months ended December 31, 1996 and
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for the nine months €;nded December 31, ^95, each represented 10% or more of
consolidated sales:

<TABLE>
<CAPTION>

TWELVE MONTHS
ENDED NINE MONTHS ENDED

DECEMBER 31, 1996 DECEMBER 31, 1995

Phillips Petroleum Company $ 88.7 $ 44.4
Mitsubishi Corporation 61.0 49.6
Indonesian Government 123.1 102.4

</TABLE>

The Company does not believe that the loss of Mitsubishi Corporation or
Phillips Petroleum Company as a customer would adversely affect the Company's
ability to market it:i oil and gas production. Sales to the Company's largest
customer, the Indonesian Government, are made primarily pursuant to long-term
production sharing contracts between the Company's Indonesian subsidiaries and
the Indonesian Government. The Indonesian Government is required to purchase a
specified amount of the Company's oil and gas production throughout the life
of its operations in Indonesia based on these contracts.

NOTE SIX—TAXES

Income (loss) before income taxes was comprised of income (loss) from:

<TABLE>
<CAPTION>

TWELVE MONTHS ENDED NINE MONTHS ENDED
DECEMBER 31, 1996 DECEMBER 31, 1995

United States $(80.6) $(125.9)
Foreign 178.8 61.3

$ 98.2 $ (64.6)

</TABLE>

F-42
<PAGE>

MAXOS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(CONTINUED)

The Company's provision/(benefit) for income taxes was comprised of the
following:

<TABLE>
<CAPTION>

TWELVE MONTHS ENDED NINE MONTHS ENDED
DECEMBER 31, 1996 DECEMBER 31, 1995

Current
Federal $ 2.6 $ (7.9)
Foreign 101.2 64.9
State and local (5.0) 1.3

98.8 58.3
Deferred

Federal (20.4) (15.2)
Foreign (.8) (34.0)

(21.2) (49.2)

Provision for income taxes $ 77.6 $ 9.1

</TABLE>

As a result of signing the production sharing contract in Ecuador in 1996
(See Note Twenty-Two), foreign deferred tax expense was reduced by $3.5
million.

The principal reasons for the difference between tax expense at the statutory



federal income tax rate of 35% and the mpany's provision for income taxes
were:

<TABLE>
<CAPTION>

Provision for income taxes.

TWELVE MONTHS ENDED NINE MONTHS ENDED
DECEMBER 31, 1996 DECEMBER 31, 1995

Tax expense (benefit) at statutory
federal rate
Increase (reduction) resulting
from:
Taxes on foreign income
Asset sales
Non-deductible depreciation and
amortization of net purchase
price adjustments
Valuation allowance
Audit settlements and other
changes in tax position
Other, net

$34.4

65.0
2.0

4.7
(24.6)

(3.6)
(.3)

$ 77.6

$(22.6)

19.8
1.5

4.4
11.7

(5.0)
(.7)

9.1
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</TABLE>
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The tax effects.of temporary differences that give rise to significant
portions of the deferred tax assets and deferred tax liabilities as of
December 31, 1995 and 1995, were as follows:

<TABLE>
<CAPTION>

NINE MONTHS ENDED
TWELVE MONTHS ENDED DECEMBER 31,
DECEMBER 31, 1996 1995

<s> <c> <c>
U. S. deferred tax liabilities

Properties and equipment $ 241.7 $ 296.3
Discount on long-term debt 35.2 38.7
Other 2.4

Deferred U. S. tax liabilities.. 279.3 335.0

0. S. deferred tax assets
Foreign deferred taxes (133.5) (139.8)
Book accruals (33.2) (68.4)
Interest limitation
carryforwards (16.4)
Loss carryforwards (46.0) (72.7)
Credit carryforwards (20.6) (19.9)
Other (4.3) (7.1)

Gross deferred U. S. tax as-
sets (237.6) (324.3)

Valuation allowance 64.4 87.1

Net deferred 0. S. tax assets... (173.2) (237.2)

Net deferred U. S. taxes 106.1 97.8

Foreign deferred tax liabilities
Properties and equipment 381.4 446.5

Net deferred foreign taxes 381.4 446.5

Net deferred taxes $ 487.5 $ 544.3

</TABLE>
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As a result of a decrease in U. S. net operating loss carryforwards, the
valuation allowance was decreased $22.7 million during the twelve months ended
December 31, 1996.

At December 31, 1996, the Company had $13.5 million of general business
credit carryforwards that expire between 1997 and 2002; $132.1 million of U.
S. net operating loss carryforwards that expire from 2004 to 2010 and $7.1
million of minimum tax credit that can be carried forward indefinitely.

As a result of the Merger, effective April 1, 1995, the Company's ability to
utilize its existing net operating loss carryforwards will be limited by
statute to approximately $92.0 million each year until exhausted. To the
extent certain gains are recognized in the future, the annual limitation may
be increased to the extent that the gains are built-in gains within the
meaning of the U. S. Internal Revenue Code.

There are accumulated undistributed earnings after applicable local taxes of
foreign subsidiaries of $6.6 million for which no provision was necessary for
foreign withholding or other income taxes because that amount had been
reinvested in properties and equipment and working capital.

On August 13, 1996, the Company became a member of an affiliated group of
corporations having YPF Holdings, Inc., as common U. S. parent, and which will
file a consolidated federal income tax return (See Note Three). As a member of
the group, the Company is jointly and severally liable for the consolidated
federal income tax liability of the group. The Company and its subsidiaries
may also be included in certain state and local income or franchise tax
returns of members of the group.

<PAGE>
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Taxes other than income taxes were comprised of the following:

<TABLE>
<CAPTION>

TWELVE MONTHS ENDED NINE MONTHS ENDED
DECEMBER 31, 1996 DECEMBER 31, 1995

Gross Production
Real and Personal Property.
Other

$ 7.8
5.2
1.0

$14.0

</TABLE>

NOTE SEVEN--POSTEMPLOYMENT BENEFIT

Pensions

The components of net periodic pension expense are as follows:

$4.1
5.2
.4

$9.7

<TABLE>
<CAPTION>

TWELVE MONTHS ENDED NINE MONTHS ENDED
DECEMBER 31, 1996 DECEMBER 31, 1995

Service cost for benefits earned
during the period
Interest cost on projected benefit
obligation

Actual return on plan assets
Net amortization and deferrals

</TABLE>

$ 2.1

8.9
(9.1)
.4

$ 2.3

$ 1.4

6.5
(13.4)
7.4

$ 1.9

Plan assets are primarily invested in short-term investments, stocks and
bonds. The principal assumptions used to estimate the benefit obligations of
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the plans on the measurement dates, Oc ,er 1, 1996 and 1995, were as follows:

<TABLE>
<CAPTION>

1996 1995

Discount rate ................................................... 7.75% 7.5%
Expected long-term rate of return on plan assets ................ 9.0% 9.0%
Rate of increase in compensation levels ......................... 4.5% 4.5%

</TABLE>

The funded status of the plans at December 31, 1996 and 1995 were as follows:

<TABLE>
<CAPTION>

DECEMBER 31, 1996 DECEMBER 31, 1995
PLANS WITH PLANS WITH

ACCUMULATED ASSETS ACCUMULATED ASSETS
BENEFITS EXCEEDING EXCEEDING ACCUMULATED BENEFITS EXCEEDING EXCEEDING ACCUMULATED

ASSETS BENEFITS ASSETS BENEFITS

<s> <c> <c> <c> <c>
Actuarial present value
of:
Vested benefit.
obligation ........... $25.0 $82.9 $111.7 $1.1

Accumulated benefit
obligation ........... $28.0 $85.8 $117.6 $1.1

Projected benefit
obligation ........... $33.8 $85.8 $122.6 $1.1

Plan assets at fair
value .................. 23.9 93.6 102.8 1.3

Plan assets (less) more
than projected benefit
obligation ............. $(9.9) $7.8 $(19.8) $ .2
Unrecognized net loss
(gain) ................. 7.6 (7.8) 10.1

Adjustment required to
recognize minimum
liability .............. (.2) (5.9)

Prepaid (accrued)
pension cost ........... $(2.5) $ $(15.6) $ .2

</TABLE>
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As a result of the Merger, the Company was required to fully accrue its
obligation for pension benefits in purchase accounting (See Note Two) .
Therefore, effective April 1, 1995, the Company increased its balance sheet
Liability to reflect any previously unrecognized gains and losses, transition
obligations and prior service costs. Additionally, several of the Company's
pension plans experienced a partial curtailment due to workforce reductions
following the Merger. The impact of the partial curtailment, which had no
impact on the Company's net periodic pension expense, reduced the Company's
projected benefit obligation by $1.1 million.

At December 31, 1996 and 1995, the Company's accumulated postretirement
benefit obligation ("APBO") exceeded the plan assets. In accordance with
Statement of Financial Accounting Standards No. 87, "Employers' Accounting for
Pensions," the Company recorded a minimum pension liability of $.2 million and
$5.9 million and a charge to equity of $.2 million and $5.9 million at
December 31, 1996 ar.d 1995, respectively.

The Company also has a defined contribution plan which covers Indonesian
nationals. In addition to employee contributions of 2% of each covered
employee's compensation, the Company contributes 6% of such employees'
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compensation to the plan. The Company', contributions to the plan were $.4
million for 1996 and $.4 million in the last three quarters of 1995.

Other Postretirement Benefits

As a result of the Merger, the Company was required to fully accrue its
obligation for postretirement benefits other than pensions in purchase
accounting (See Note Two). Therefore, effective April 1, 1995, the Company
increased its balance sheet liability by $31.7 million to reflect any
previously unrecognized gains and unrecognized transition obligation at March
31, 1995.

The components of net periodic postretirement benefit expense for the twelve
months ended December 31, 1996 and for the nine months ended December 31, 1995
are as follows:

<TABLE>
<::CAPTION>

TWELVE MONTHS ENDED NINE MONTHS ENDED
DECEMBER 31, 1996 DECEMBER 31, 1995

Service cost for benefits earned
during the period $ . 3
Interest cost on accumulated
postretirement benefit obligation.. 3.0

$3.3

</TABLE>

The Company's current policy is to fund postretirement health care benefits
on a pay-as-you-go basis as in prior years.

The APBO as of December 31, 1996 was $41.7 million. The amount recognized in
the Company's statement of financial position at December 31, 1996 and 1995,
is as follows:

<TABLE>
<CAPTION>

DECEMBER 31, DECEMBER 31,
1996 1995

Retirees $36.4 $39.9
Fully eligible active employees 1.8 2.3
Other active employees 3.5 4.4
Total APBO 41.7 46.6
Unrecognized net gain (loss) and changes in
assumptions 2.8 (1.6)
Prior year service cost .6

Net postretirement benefit liability $45.1 $45.0

</TABLE>
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A discount rate of 7.75% was used in determining the APBO at December 31,
1996. The APBO was based on a 9* increase in the medical cost trend rate, with
the rate trending downward .5% per year to 5% in 2004 and remaining 5%
thereafter. This assiumption has a significant effect on annual expense, as it
is estimated that a 1% increase in the medical trend rate would increase the
APBO at December 31, 1996 by $3.4 million and increase the net periodic
postretirement benefit cost by $.3 million per year.

NOTE EIGHT—FINANCIAL INSTRUMENTS

The fair value of financial instruments is determined by reference to
various market data and other valuation techniques as appropriate. Unless
otherwise disclosed, the fair value of financial instruments approximates
their recorded values.
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Restricted Cash

The fair value of the Company's restricted cash, which is invested primarily
in U.S. Treasury notes, marketable securities and trust accounts, is based on
the quoted market prices for the same or similar securities at the reporting
date. The Company's gross unrealized gain on its restricted cash was $1.0
million and $2.3 million at December 31, 1996 and December 31, 1995,
respectively. Such unrealized gain has not been reflected in the accompanying
Consolidated Balance Sheet as the Company has classified these investments as
held-to-maturity in .accordance with Statement of Financial Accounting Standard
No. 115, "Accounting for Certain Investments In Debt and Equity Securities."

Long-Term Debt

The fair value of the Company's long-term debt is estimated based on the
quoted market prices for the same or similar issues or on the current rates
offered to the Company for debt of the same remaining maturities.

The estimated fair value of the Company's financial instruments are as
follows:

<TABLE>
<CAPTION>

DECEMBER 31, 1996

CARRYING AMOUNT FAIR VALUE

ASSETS
Restricted cash, including current and long-
term portion ................................ $ 33.8 $ 34.8

LIABILITIES
Long-term debt, including current portion.... 1,270.7 1,415.4
$9.75 Preferred Stock ........................ 62.5 62.6

<:CAPTION>
DECEMBER 31, 1995

CARRYING AMOUNT FAIR VALUE

ASSETS
Restricted cash, including current and long-
term portion ................................ $ 80.4 $ 82.7

LIABILITIES
Long-term debt, including current portion.... 1,295.5 1,408.7
$9.75 Preferred Stock ........................ 125.0 125.8

</TABLE>

For information on the Company's derivative financial instruments, see Note
Fourteen .
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NOTE NINE—RECEIVABLES

<TABLE>
<CAPTION>

DECEMBER 31, 1996 DECEMBER 31, 1995

Trade receivables $157.9 $101.4
Notes and other receivables 36.4 41.3
Receivable from YPF for generator
sale 5.4
Less—Allowance for doubtful receiv-
ables .7 .9

$199.0 $141.8

</TABLE>

NOTE TEN —PROPERTIES AND EQUIPMENT
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<TABLE>
<CAPTION>

DECEMBER 31, 1996 DECEMBER 31, 1995

Proved properties $1,618.1 $1,512.6
Unproved properties 453.3 768.8
Gas plants and other 244.6 208.8

Total Oil arid Gas 2,316.0 2,490.2
Corporate 5.3 13.3

2,321.3 2,503.5
Less—Accumulated depreciation,
depletion and cunortization 299.1 139.9

$2,022.2 $2,363.6

</TABLE>

The charge against earnings for depreciation, depletion and amortization of
property and equipment was $168.9 million and $142.1 million for the twelve
months ended December 31, 1996 and for the nine months ended December 31, 1995
and the charge against earnings for maintenance and repairs, which is included
in operating expenses, was $32.2 million and $25 million, respectively.

NOTE ELEVEN—RESTRICTED CASH

At December 31, 19il6, the Company had $33.8 million in restricted cash of
which $.6 million represented collateral for outstanding letters of credit and
$33.2 million represented assets held in trust as required by certain
insurance policies. At December 31, 1996, approximately $7.3 million of assets
held in trust as required by certain insurance policies were classified as a
current asset. At December 31, 1995, the Company had $80.4 million in
restricted cash, of which $30.7 million represented collateral for outstanding
letters of credit, $"'.4 million represented six months of interest on
outstanding borrowings as required by a credit agreement and $42.3 million
represented assets held in trust as required by certain insurance policies. At
December 31, 1995, approximately $19.0 million of collateral for outstanding
letters of credit weire classified as a current asset.

NOTE TWELVE—ACCRUED LIABILITIES

<TABLE>
<CAPTION>

DECEMBER 31, 1996 DECEMBER 31, 1995

Accrued interest payable $ 21.6 $ 24.2
Joint interest billings for interna-
tional operations 37.0 41.7
Merger reserve 12.8 31.4
Environmental reserve 27.4 28.5
Overlift payable 15.6 6.6
Postretirement iind postemployment ben-
efits 4.5 4.5
Accrued compensation, benefits and
withholding 6.0 8.1
Other 33.1 28.4

$158.0 $173.4

<7TABLE>
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NOTE THIRTEEN—LONG-TERM DEBT AND CREDIT ARRANGEMENTS

<TABLE>
<CAPTION>

DECEMBER 31, 1996

UNAMORTIZED
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FACE VALUE DISCOUNT CARRYING VALUE

Senior Indebtedness
Sinking Fund Debentures
11 1/4% due 2C13, effective rate
13.45%
11 1/2% due 2001-2015, effective
rate 13.02%
8 1/2% due 19£'8-2008, effective
rate 12 . 60%

Notes
9 7/8% du« 2002, effective rate
12.26%
9 1/2% due 2003, effective rate
12.22%
9 3/8% due 2003, effective rate
12.03%

Midgard Facility

<CAPTION>

Senior Indebtedness
Sinking Fund Debentures
11 1/4% due 2013, effective rate
13.45%

11 1/2% due 2001-2015, effective
rate 13 82%
8 1/2% due 1998-2008, effective
rate 12 . 60%

Notes
9 7/8% due 2002, effective rate
12.26%
9 1/2% due 2003, effective rate
12.22% ,
9 3/8% due 2033, effective rate
12.03%

Midgard Facility

Advances from parent

$ 16.9

109.6

93.8

247.8

100.0

260.0
110.6
250.0
182.2

1,370 9
54.1

$1,316.8

FACE VALUE

$ 16.9

109.6

93.8

247.8

100.0

260.0
144.9

.1
250.0
175.0
6.6

1,404.7
34.3

$1,370.4

$ 2.5

14.5

16.0

24.0

11.5

31.6
.1

100 2

$100.2

DECEMBER 31,

UNAMORTIZED
DISCOUNT

$ 2.5

15.0

17.7

26.7

12.7

34.5
.1

109.2

$109.2

$ 14.4

95.1

77.8

223.8

88.5

228.4
110.5
250.0
182.2

1,270.7
54.1

$1,216.6

1995

CARRYING VALUE

$ 14.4

94.6

76.1

221.1

87.3

225.5
144.8

.1
250.0
175.0
6.6

1,295.5
34. 3

$1,261.2

</TABLE>

As a result of the Merger, the Company was required to revalue its
outstanding debt to market value. Consequently, the Company reduced the
carrying amount of its debt by recording $115.1 million of unamortized
discount on April 1, 1995. For the twelve months ended December 31, 1996 and
the nine months ended

<PAGE>
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December 31, 1995, discount amortization of $9.0 million and $5.9 million,
respectively, was included as a component of interest expense.

The aggregate maturities of long-term debt outstanding at December 31, 1996
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for the next five years will be as foi ,s:

<TABLE>
<S> <C>
1997 $54.1
1998 60.5
1999 48.5
2000 46.0
2001 54.1

</TABLE>

At December 31, 1996, the Company had $110.5 million of medium-term notes
outstanding, which were issued in prior years, with maturities from 1997 to
2004 and annual interest rates ranging from 7.57% to 11.08%.

The Company maintains three credit facilities which are used for the
issuance of documentary or standby letters of credit. At December 31, 1996,
there were $.6 million of cash collateralized letters of credit outstanding
under an uncommitted credit facility. Also, at December 31, 1996, there were
$9.1 million of letters of credit outstanding under an uncommitted credit
facility of $10.0 million which is backed by a YPF guaranty. Finally, at
December 31, 1996, there were $11.5 million of letters of credit outstanding
under a committed credit facility of $40 million, which is also backed by a
yPF guaranty.

During 1996, the Company repaid $34.2 million of medium-term notes maturing
in 1996. To fund this repayment, the Company used a portion of the proceeds
from the sale of the outstanding shares of capital stock of an indirect,
wholly owned subsidiary of Maxus (See Note Three).

Total interest and debt expenses incurred, including capitalized interest,
were as follows:

<TABLE>
<CAPTION>

TWELVE MONTHS ENDED NINE MONTHS ENDED
DECEMBER 31, 1996 DECEMBER 31, 1995

Interest and debt expenses $134.6 $104.9
Capitalized interest 1.6 1.4

$136.2 $106.3

</TABLE>

CREDIT FACILITIES

On April 5, 1995, the Company borrowed $442 million under the Purchaser
Facility (See Note Two) and received a capital contribution of $250 million
from YPF. The Purchaser used borrowings under the Purchaser Facility and the
funds contributed to it by YPF to purchase 120,000,613 Shares pursuant to the
Offer.

Pursuant to a commitment letter from Chase, Chase provided two additional
credit facilities aggregating $425 million: (i) a credit facility of $250
million extended to Midgard Energy Company ("Midgard"), a wholly owned
subsidiary of the Company and (ii) a credit facility of $175 million extended
to Maxus Indonesia, Inc. ("Indonesia"), a wholly owned subsidiary of the
Company. The proceeds of these loans were used to repay in part, the Purchaser
Facility, which was assumed by the Company. In addition, the Company applied
$8 million of its available cash to repayment of the Purchaser Facility. The
Company capitalized $16.8 million of debt issue costs during 1995 in
connection with the Midgard and Indonesia credit facilities. These costs are
recorded as deferred charges and amortized over the terms of the related
borrowings. For the twelve months ended December 31, 1996, $2.0 million of
debt issue costs amortization was included as a component of interest expense.
Such costs were $1.2 million for the nine months ended December 31, 1995.
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Indonesian Facility. Approximately $175 million of the Purchaser Facility
was repaid with funds provided on June 16, 1995 to the Company by Indonesia.
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Indonesia provided these funds from th roceeds of a $175 million loan (the
"Subsidiaries Loan") extended to it pursuant to a credit agreement (the
"Indonesian Facility") entered into on such date. In December 1996,
International advanced the Company $175 million in the form of a demand note
bearing 5.75% interest compounded annually, to repay the Indonesian Facility.
Unamortized debt issue costs associated with this early retirement were
recorded as an extraordinary loss of $5.6 million, net of taxes. The tax
impact of this transaction was less than $.1 million.

Midgard Facility. Approximately $250 million of the loans under the
Purchaser Facility were repaid on June 8, 1995 with funds provided to the
Company by Midgard. Midgard provided these funds from the proceeds of a $250
million loan (the "Midgard Loan") extended to it pursuant to a credit
agreement (the "Midgard Facility") entered into on such date. In addition,
approximately $8 million of the loans outstanding under the Purchaser
Facility, including accrued interest on the Purchaser Facility loans, were
repaid on June 8, 1995 utilizing cash held by the Company.

The Midgard Loan, which was made in a single drawing, will mature on
December 31, 2003 and will be repaid in up to 28 consecutive quarterly
installments commencing on March 31, 1997, subject to semi-annual borrowing
base redeterminations. At Midgard's option, the interest rate applicable to
the Midgard Loan will be, until March 31, 1997, either (i) the one-, two- or
three-month London Interbank Offered Rate ("LIBOR") plus a margin of 1 3/4* or
(ii) the Base Rate (as defined in the Midgard Facility) plus a margin of 3/4%
and, thereafter, either (iii) the one-, two- or three-month LIBOR plus a
margin of 2 1/4% or (iv) the Base Rate plus a margin of 1 1/4%. At December
31, 1996, the interest rate on the Midgard Facility based on the two-month
LIBOR plus 1 3/4% was 7.375%. The Midgard Loan is not secured but is
guaranteed by YPF and the Company. The agreement evidencing the Midgard Loan
contains, among other things, a negative pledge on all assets of Midgard,
subject to customary exceptions. It is anticipated that the Midgard Loan will
be repaid with funds generated by Midgard's business operations.

The Midgard Facility contains restrictive covenants including limitations
upon the sale of assets, mergers and consolidations, the creation of liens and
additional indebtedness, investments, dividends, the purchase or repayment of
subordinated indebtedness, transactions with affiliates and modifications to
certain material contracts. The obligors under the Midgard Facility may not
permit (a) consolidated tangible net worth to be less than $200 million, plus
(or minus) the amount of any adjustment in the book value of assets (b) the
ratio of consolidated cash flow to consolidated debt service to be less than
1.1 to 1.0 at the end of any fiscal quarter and (c) the ratio of consolidated
cash flow to consolidated interest expense to be less than 1.25 to 1.0 at the
end of any fiscal quarter. In addition, mandatory prepayments of the loans
under the Midgard Facility may be required in connection with certain asset
sales and casualty losses, upon the issuance of subordinated indebtedness and
in 1996 and in each year thereafter if, after semi-annual review, the agent
and the lenders determine that a borrowing base deficiency exists. At December
31, 1996, the borrowing base for the Midgard Facility was $250 million. The
borrowing base is subject to redetermination on April 1, 1997. No borrowing
base deficiencies existed at December 31, 1996.

The guaranty by Maxus of the obligations of Midgard under the Midgard
Facility (the "Midgard Guaranty") contains restrictions upon mergers and
consolidations, the creation of liens and the business activities in which
Maxus and its subsidiaries may engage. In addition, Midgard, is required to be
wholly owned subsidiary of Maxus, except to the extent YPF or a subsidiary of
YPF (other than Maxus or a subsidiary of Maxus) makes capital contributions to
Midgard.
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Keepwell Covenant

Pursuant to the Merger Agreement, in the event that the Company is unable to
meet its obligations as they come due, whether at maturity or otherwise,
including, solely for the purposes of this undertaking, dividend and
redemption payments with respect to the $9.75 Preferred Stock and the $2.50
Preferred Stock, YPE' has agreed to capitalize the Company in an amount
necessary to permit the Company to meet such obligations; provided that YPF's
aggregate obligation will be: (i) limited to the amount of debt service
obligations under the Purchaser Facility, the Midgard Facility and the
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Indonesian Facility and (ii) reduced t ne amount, if any, of capital
contributions by YPF to the Company after the Merger Date and by the amount of
the net proceeds of any sale by the Company of common stock or non-redeemable
preferred stock after the Merger Date. The foregoing obligations of YPF (the
"Keepwell Covenant") will survive until June 8, 2004. During the twelve months
ended December 31, 1:396, YPF made capital contributions to the Company and CLH
(See Note Three) in "he aggregate amount of $64 million and $8 million,
respectively. These amounts represent the cumulative contribution received by
Maxus and CLH from Y:?F pursuant to the terms of the Keepwell Covenant. Based
on current projections, it is anticipated that YPF will make capital
contributions to CLH in the aggregate amount of approximately $25 to $50
million under the Keepwell Covenant during 1997.

In addition, YPF has guaranteed the Company's outstanding debt as of the
Merger Date, the principal amount of which was approximately $976 million. At
December 31, 1996, the principal amount of outstanding debt guaranteed by YPF
was approximately $9:39 million. The debt covered by the YPF guarantee includes
the Company's outstanding 11 1/4%, 11 1/2% and 8 1/2% Sinking Fund Debentures,
its outstanding 9 7/3%, 9 1/2% and 9 3/8% Notes, and its outstanding medium-
term notes. YPF has also guaranteed the payment and performance of the
Company's obligations to the holders of its $9.75 Preferred Stock (which was
redeemed in accordance with its terms on January 31, 1997).

Advances from Parent

At December 31, 1936 and 1995, the Company had $182.2 million and $6.6
million, respectively, outstanding in advances from parent. As discussed
above, in December 1396 the Company received a $175 million cash advance from
International to fund the early repayment of the Subsidiaries Loan. Based on
current projections, the Company anticipates that Holdings could be required
to make cash advance.3 of approximately $150 million to $200 million during
1997.

At December 31, 1996, the Company's outstanding advances from parent of
$182.2 million included a $175.3 million note payable to International. The
note is a demand nots, bearing 5.75% annual compound interest. It is not
anticipated that International will request repayment of this note during
1997.

The Company and YPF entered into a loan agreement (the "Loan Agreement")
during 1996 to facilitate short-term loans by YPF to the Company and short-
term loans by the Company to YPF of excess cash balances. At December 31,
1996, there were no loans outstanding under the Loan Agreement. It is expected
that loans will be made by the parties under the Loan Agreement during 1997;
however, the number and amounts thereof are not presently known.

NOTE FOURTEEN—DERIVATIVE FINANCIAL INSTRUMENTS

The Company's only derivative financial instruments are natural gas, NGL and
crude oil price swap agreements and crude oil and natural gas futures
contracts, which are not used for trading purposes. During the nine-month
period ended December 31, 1995, the Company unwound its sole interest rate
swap agreement and recorded a $2.4 million final settlement gain in other
revenues. The Company also received a $4.5 million termination payment, which
was deferred.
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Natural Gas Price Swap Agreements

Under the price swap agreements used to hedge fluctuations in the price of
natural gas, the Company receives or makes payments based on the differential
between the Company's specified price and the counterparty's specified price
of natural gas. Typically, the Company pays a variable price per million
British Thermal Units ("Mmbtu") and receives a fixed price per Mmbtu. During
the twelve months ended December 31, 1996, the Company had swap agreements
with other companies to exchange payments on 32.3 million Mmbtu of gas. Under
these swap agreements, the Company paid variable prices averaging $2.14 per
Mmbtu and received fixed prices averaging $1.79 per Mmbtu. Gross losses
realized on these swap agreements of $11.4 million were partially offset by
gross gains of $.1 million resulting in a net loss of $11.3 million. During
the nine months ended December 31, 1995, the Company had swap agreements with
other companies to exchange payments on 10.7 million Mmbtu of gas. Under these
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swap agreements, the Company paid vari .e prices averaging $1.68 per Mmbtu
and received fixed prices averaging $1.53 per Mmbtu. Gross losses realized on
these swap agreements of $2.1 million were partially offset by gross gains of
$.5 million resulting in a net loss of $1.6 million.

As of December 31, 1996, the Company has outstanding price swap agreements
with other companies to exchange payments on 36.5 million Mmbtu of gas during
1997. Under these swcip agreements, the Company will receive fixed prices
averaging $2.08 per Mmbtu. Actual gains and losses realized upon settlement of
these price swap agreements will depend upon the variable prices paid at the
time of settlement.

Natural Gas Liquids Price Swap Agreements

Under the price swap agreements used to hedge fluctuations in the price of
NGL, the Company receives or makes payments based on the differential between
the Company's specified price and the counterparty's specified price of
natural gas. Typically, the Company pays a variable price per barrel ("bbl")
and receives a fixed price per bbl. During the twelve months ended December
31, 1996, the Company had swap agreements with other companies to exchange
payments on 2.3 milli.on barrels ("mmb") of NGL. Under these swap agreements,
the Company paid variable prices averaging $17.64 per bbl and received fixed
prices averaging $13.55 per bbl. Gross losses realized on these swap
agreements totaled $9.5 million during 1996. There were no NGL price swap
agreements in place during 1995.

As of December 31, 1996, the Company had outstanding price swap agreements
with other companies to exchange payments on 2.5 mmb of NGL during 1997. Under
these swap agreements, the Company will receive fixed prices averaging $14.84
per bbl. Actual gains and losses realized upon settlement of these price swap
agreements will depend upon the variable prices paid at the time of
settlement.

Natural Gas Futures Contracts

Under the natural gas futures contracts used to hedge fluctuations in the
price of natural gas, the Company receives or makes payments based on the
differential between the selling price of natural gas and the settlement price
per Mmbtu. During the twelve months ended December 31, 1996, the Company
settled futures contracts on 3.6 million Mmbtu of gas. Under these futures
contracts, the Company received selling prices averaging $2.01 per Mmbtu and
paid settlement prices averaging $2.57 per Mmbtu. Realized gross losses on
these futures contracts totaled $2.0 million during 1996. During the nine
months ended December 31, 1995, the Company settled futures contracts with
other companies on 4.9 million Mmbtu of natural gas. Under these futures
contracts, the Company received selling prices averaging $1.71 per Mmbtu and
paid settlement prices averaging $1.70 per Mmbtu. Realized gross gains and
losses on these futures contracts were immaterial. At December 31, 1996, the
Company had no open futures contracts.
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NOTE FIFTEEN — PREFERRED STOCK

Maxus has the authority to issue 100,000,000 shares of Preferred Stock,
$1.00 par value. The rights and preferences of shares of authorized but
unissued Preferred Stock are established by the Company's Board of Directors
at the time of issuance.

$9.75 Cumulative Convertible Preferred Stock

In 1987, Maxus sold 3,000,000 shares of the $9.75 Preferred Stock. Since
such time, Maxus has entered into various agreements, most recently on June 8,
1995, with the sole holder of the $9.75 Preferred Stock pursuant to which,
among other things, Maxus has repurchased 500,000 shares and the parties have
waived or amended various covenants, agreements and restrictions relating to
such stock. At Deceirber 31, 1996, 625,000 shares of $9.75 Preferred Stock were
outstanding, each receiving an annual cash dividend of $9.75. Pursuant to the
terms of the $9.75 Preferred Stock, on January 31, 1997, Maxus redeemed the
remaining 625,000 shares for $62.5 million.

$4.00 Cumulative Convertible Preferred Stock
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As part of Maxus' internal reorganiz. on (See Note Three), on August 13,

1996, Maxus redeemed all of its outstanding shares of $4.00 Preferred Stock at
a price of $50 per share plus accrued and unpaid dividends (approximately
$220.8 million in the aggregate). Prior to the redemption date, each
outstanding share of $4.00 Preferred Stock was convertible into shares of
Maxus' Common Stock (2.29751 shares at the redemption date). The excess of the
redemption price over the carrying value of the $4.00 Preferred Stock resulted
in an increase in the Company's accumulated deficit. YPF provided funding to
Maxus to redeem the H4.00 Preferred Stock.

$2.50 Cumulative Preferred Stock

Each outstanding share of the $2.50 Preferred Stock is entitled to receive
annual cash dividend!! of $2.50, is redeemable after December 1, 1998 and has a
liquidation value of $25.00 ($87.5 million in the aggregate at December 31,
1996), plus accrued but unpaid dividends, if any.

The holders of the $2.50 Preferred Stock are entitled to limited voting
rights under certain conditions. In the event Maxus is in arrears in the
payment of six quarterly dividends, the holders of the $2.50 Preferred Stock
have the right to elect two members to the Board of Directors until such time
as the dividends in arrears are current and a provision is made for the
current dividends due.

NOTE SIXTEEN—COMMON STOCK

<TABLE>
<CAPTION>

SHARES AMOUNT

April 1, 1995 135,897,899 $135.9
Employee Savings Plan 18,182
Cancellation of treasury shares (306,307) (.3)
Fractional shares exchanged for cash (2)

December 31, 1995 135,609,772 $135.6
Conversion of $4.00 Preferred Stock 229
Shares issued to parent 11,636,363 11.6

Pursuant to the Offer in April 1995, YPF acquired 120,000,613 Shares at
$5.50 per Share representing 88.5% of the then-outstanding Shares of the
Company. As a result of the Merger, each outstanding Share (other
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than Shares held by YPF or any of their subsidiaries or in the treasury of the
Company, all of which were cancelled in the second quarter of 1995, and Shares
of holders who perfected their appraisal rights under Section 262 of the
Delaware General Corporation Law) was converted into the right to receive
$5.50 per share, and, accordingly, the Company's Common Stock ceased to be
publicly traded. (See Note Two).

During 1996, YPF contributed $64 million of capital to the Company, for
which YPF received a.n additional 11,636,363 shares of the Company's Common
Stock at $5.50 per share. The difference between the par value of the Common
Stock and the amount of capital contributed was credited to Paid-in capital.

In 1992, Kidd«r, Peabody Group Inc. purchased eight million warrants from
the Company. Each warrant represents the right to purchase one share of the
Company's Common Stock at $13.00 per share at any time prior to the expiration
of the warrants on October 10, 1997.

The Company has an Employee Savings Plan ("ESP") which presently allows
eligible participating employees to contribute a certain percentage of their
salaries (1%-10%) to a trust for investment in any of ten funds. Prior to the
Merger employees could invest in a fund consisting of the Company's Common
Stock. However, the Maxus Energy Stock Fund was eliminated from the ESP
effective April 19, 1995. The Company matches the participating employees
contributions to the ESP (up to 6% of base pay). Such matching contribution is



Page 99 of 146
charged against earnings. For the twel -nonths ended December 31, 1996 and
the nine months ended December 31, 1995, the charge against earnings for the
Company's contribution was $1.9 million and $1.7 million, respectively.

NOTE SEVENTEEN—PAID-IN CAPITAL AND ACCUMULATED DEFICIT

<TABLE>
<CAPTION>

PAID-IN ACCUMULATED
CAPITAL DEFICIT

April 1, 1935
Net loss
Dividends on Preferred Stock
Cancellation of treasury shares
Employee Shareholding and Investment Plan
Restricted stock

January 1, 1996
Net income
Redemption of $4.00 Preferred Stock
Dividends on Preferred Stock
Transfer of investment in CLH (See Note Three)
Issuance 3f Common Stock to parent

... $118

(9
(3

(

... 105

... (11
69
52

.2

.2)

.2)

.1

.1)

.8

.3)

.5

.4

$ (73,

(73.
15.

(213.

.7)

.7)

.0

.6)

December 31, 1996 $216.4 $(272.3)

</TABLE>
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NOTE EIGHTEEN—UNREALIZED GAIN ON INVESTMENT IN MARKETABLE SECURITIES

At December 31, 1996 and December 31, 1995, securities categorized as held-
to-maturity are included in cash equivalents and short- and long-term
restricted cash.

The amortized cost and estimated fair value of marketable securities at
December 31, 1996 and 1995 are as follows:

<TABLE>
<CAPTION>

DECEMBER 31, 1996

GROSS UNREALIZED
AMORTIZED COST GAINS MARKET VALUE

Held-to-maturity:
Corporate and other debt
securities ................ $ 51.0 $1.0 $ 52.0

<CAPTION>
DECEMBER 31, 1995

GROSS UNREALIZED
AMORTIZED COST GAINS MARKET VALUE

Held-to-maturity:
Corporate and other debt
securities ................ $108.4 $2.3 $110.7

</TABLE>

NOTE NINETEEN — STOCK OPTIONS

In 1996, the Company established a Stock Appreciation Rights Plan (the "SAR
Plan") . The SAR Plan permits the grant to officers and certain key employees
of Stock Appreciation Rights ("SARs"), the value of which is based upon the
price of American Depository Receipts with respect to YPF's Class D shares
("ADRs") . The excess of the ADRs market price over the grant price results in
A charge against: the Company's earnings; a subsequent decline in market price
results in a credit to earnings, but only to a maximum of the earnings charges
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incurred in prior years on SARs . Durin 996, the Company charged $.1 million
against earnings related to the SAR Plan.

NOTE TWENTY — LEASES

The Company leases certain machinery and equipment, facilities and office
space under cancelable and noncancelable operating leases, most of which
expire within 20 years and may be renewed.

Minimum annual rentals for non-cancelable operating leases at December 31,
1996, were as follows:

<TABLE>

1997 ............................................................... $ 28.0
1998 ............................................................... 23.2
1999 ............................................................... 18.4
2000 ............................................................... 15.5
2001 ............................................................... 15.3
December 31, 2002 and thereafter ................................... 60.2

$160.6
</TABLE>

Minimum annual rentals have not been reduced by minimum sublease rentals of
£34.0 million due in the future under noncancelable subleases.
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Rental expense for operating leases was as follows:

<TABLE>
<CAPTION>

TWELVE MONTHS ENDED NINE MONTHS ENDED
DECEMBER 31, 1996 DECEMBER 31, 1995

Total rentals $46.2 $44.1
Less — Sublease rental income 2.9 2.1

Rental expense $43.3 $42.0

</TABLE>

NOTE TWENTY-ONE—RELATED PARTY TRANSACTIONS

A director of the Company, who is also a member of the Audit Committee of
the Board of Directors, is a. partner in a law firm which provides legal
services to the Company. Fees for such services amounted to $1.4 million and
$3.2 million during 1996 and 1995, respectively. Additionally, at December 31,
1996 and 1995, the Company had $182.2 million and $6.6 million outstanding,
respectively, in advances from its parent. During 1996, the Company sold
electrical generators to YPF for $5.4 million.

NOTE TWENTY-TWO—COMMITMENTS AND CONTINGENCIES

Federal, state: and local laws and regulations relating to health and
environmental quality in the United States, as well as environmental laws and
regulations of other countries in which the Company operates, affect nearly
all of the operations of the Company. These laws and regulations set various
standards regulating certain aspects of health and environmental quality,
provide for pencilties and other liabilities for the violation of such
standards and establish in certain circumstances remedial obligations. In
addition, especially stringent measures and special provisions may be
appropriate or required in environmentally sensitive foreign areas of
operation, such as those in Ecuador.

Many of the Company's United States operations are subject to requirements
of the Safe Drinking Water Act, the Clean Water Act, the Clean Air Act (as
amended in 1990), the Occupational Safety and Health Act, the Comprehensive
Environmental Response, Compensation and Liability Act of 1980, as amended
("CERCLA"), and other federal, as well as state, laws. Such laws address,
among other things, limits on the discharge of wastes associated with oil and
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gas operations, investigation and clea. ..p of hazardous substances, and
workplace safety and health. In addition, these laws typically require
compliance with associated regulations and permits and provide for the
imposition of penalties for noncompliance. The Clean Air Act Amendments of
1990 may benefit the Company's business by increasing the demand for natural
gas as a clean fuel. CERCLA imposes retroactive liability upon certain parties
for the response cos.s associated with cleaning up old hazardous substance
sites. CERCLA liability to the Government is joint and several. CERCLA allows
authorized trustees :o seek recovery of natural resource damages from
potentially responsible parties. CERCLA also grants the Government the
authority to require potentially responsible parties to implement interim
remedies to abate an imminent and substantial endangerment to the environment.

The Company believes that its policies and procedures in the area of
pollution control, product safety and occupational health are adequate to
prevent unreasonable risk of environmental and other damage, and of resulting
financial liability, in connection with its business. Some risk of
environmental and other damage is, however, inherent in particular operations
of the Company and, as discussed below, the Company has certain potential
liabilities associated with former operations. The Company cannot predict what
environmental legislation or regulations will be enacted in the future or how
existing or future laws or regulations will be administered or enforced.
Compliance with more stringent laws or regulations, as well as more vigorous
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enforcement policies of the regulatory agencies, could in the future require
material expenditures by the Company for the installation and operation of
systems and equipment for remedial measures and in certain other respects.
Such potential expenditures cannot be reasonably estimated.

In connection with the sale of the Company's former chemical subsidiary,
Diamond Shamrock Chemicals Company ("Chemicals"), to Occidental Petroleum
Corporation ("Occidental") in 1986, the Company agreed to indemnify Chemicals
and Occidental from and against certain liabilities relating to the business
or activities of Chemicals prior to the September 4, 1986 closing date (the
"Closing Date"), including certain environmental liabilities relating to
certain chemical plants and waste disposal sites used by Chemicals prior to
the Closing Date.

In addition, the Company agreed to indemnify Chemicals and Occidental for
50% of certain environmental costs incurred by Chemicals for which notice is
given to the Company within 10 years after the Closing Date on projects
involving remedial activities relating to chemical plant sites or other
property used in the conduct of the business of Chemicals as of the Closing
Date and for any period of time following the Closing Date, with the Company's
aggregate exposure for this cost sharing being limited to $75 million. The
total expended by the Company under this cost sharing arrangement was about
$42 million as cf December 31, 1996. OxyChem and Henkel, an assignee of
certain of Occidental's rights and obligations, filed a declaratory judgment
action in Texas state court with respect to the Company's agreement in this
regard. The lower court found in favor of Occidental and Henkel and the
Company has appealed the judgment (see "Legal Proceedings" below).

In connection with the spin-off of Diamond Shamrock R&M, Inc., now known as
Ultramar Diamond Shamrock Corporation ("DSI"), in 1987, the Company and DSI
agreed to share the costs of losses (other than product liability) relating to
businesses disposed of prior to the spin-off, including Chemicals. Pursuant to
this cost-sharing agreement, the Company bore the first $75 million of such
costs and DSI bore the next $37.5 million. Thereafter, such ongoing costs were
borne one-third by DSI and two-thirds by the Company until DSI had borne an
additional $47.E million. As of December 31, 1996, DSI had fulfilled its
remaining responsibility under the cost-sharing arrangement, and it has no
further obligation thereunder.

During the twelve months ended December 31, 1996, the Company spent $8
million in environmental related expenditures in its oil and gas operations.
Expenditures for 1997 are expected to be approximately $13 million.

For the seven months ended July 31, 1996, the Company's total expenditures
for environmental compliance for disposed of businesses, including Chemicals,
were approximately $13 million, $5 million of which was recovered from DSI
under the above described cost-sharing arrangement.
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At December 31, 1996, reserves for t environmental contingencies discussed

herein totaled $101.6 million. Management believes it has adequately reserved
for all environmental contingencies which are probable and can be reasonably
estimated; however, changes in circumstances could result in changes,
including additions, to such reserves in the future.

The Company has transferred certain liabilities related to environmental
matters to CLH (See Note Three) effective as of August 1, 1996. In connection
with this transfer, CLH assumed (the "Assumption") the liabilities so
transferred and YPF committed to contribute capital to CLH up to an amount of
5106.9 million that will enable CLH to satisfy its obligations under the
Assumption based on the Company's reserves established in respect of the
assumed liabilities as of July 31, 1996 plus certain operating expenses
budgeted by CLH from time to time. YPF will not be obligated to contribute
capital to CLH beyond the amount of its initial undertaking. The Company will
remain responsible for any obligations assumed by CLH in the event CLH does
not perform or fulfill such obligations. The environmental contingencies
discussed herein and the declaratory judgment action filed by OxyChem and
Henkel are among the matters for which CLH has assumed responsibility, and the
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Company transferred to CLH its then remaining rights to recover costs under
the arrangement with DSI. The contribution obligation of YPF related to the
Assumption was reflected on the Company's financial statements as a long-term
and short-term funding guarantee from parent totaling $106.9 million, an
increase to deferred income taxes of $37.4 million and an increase to paid-in
capital of $69.5 million. At December 31, 1996, the outstanding funding
guarantee totaled $102.6 million. Insofar as CLH has assumed the Company's
environmental liabilities and YPF has committed to pay for the liabilities,
such liabilities are not expected to have an adverse impact on the financial
reporting books of the Company.

The insurance companies that wrote Chemicals' and the Company's primary and
excess insurance during the relevant periods have to date refused to provide
coverage for most of Chemicals' or the Company's cost of the personal injury
and property daitage claims related to environmental claims, including remedial
activities at chemical plant sites and disposal sites. In two actions filed in
Hew Jersey state court, the Company has been conducting litigation against all
of these insurers for declaratory judgments that it is entitled to coverage
for certain of these claims. In 1989, the trial judge in one of the New Jersey
actions ruled that there is no insurance coverage with respect to the claims
related to the Newark plant (discussed below). The trial court's decision was
upheld on appeal and that action is now ended. The other suit, which is
pending, covers disputes with respect to insurance coverage related to certain
other environmental matters. The Company has entered into settlement
agreements with certain of the insurers in this second suit, the terms of
which are required to be held confidential. The Company also is engaged in
settlement discussions with other defendant insurers; however, there can be no
assurance that such discussions will result in settlements with such other
insurers.

Newark, New Jersey. A consent decree, previously agreed upon by the U.S.
F.nvironmental Protection Agency (the "EPA"), the New Jersey Department of
Environmental Protection and Energy (the "DEP") and Occidental, as successor
to Chemicals, was entered in 1990 by the United States District Court of New
Jersey and requires implementation of a remedial action plan at Chemicals'
former Newark, New Jersey agricultural chemicals plant. Engineering for such
plan, which will include an engineering estimate of the cost of construction,
is progressing. Construction is expected to begin in late 1997 or in 1998,
cost approximately $23 million and take three to four years to complete. The
work is being supervised and paid for by CLH, on behalf of the Company
pursuant to the Assumption and under the Company's above described
indemnification obligation to Occidental. The Company has reserved the
estimated costs of performing the remedial action plan and required ongoing
maintenance costs.

Studies have indicated that sediments of the Newark Bay watershed, including
the Passaic River adjacent to the plant, are contaminated with hazardous
chemicals from many sources. These studies suggest that the older and more
contaminated sediments located adjacent to the Newark plant generally are
buried under more recent sediment deposits. The Company, on behalf of
Occidental, negotiated an agreement with the EPA under which CLH, on the
Company's behalf, is conducting further testing and studies to characterize
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contaminated sediment: and biota in a s mile portion of the Passaic River
near the plant site. The stability of the sediments in the entire six-mile
portion of the Passaic River study area is also being examined as a part of
CLH's studies. The Company currently expects the testing and studies to be
completed in 1999 and cost from $4 million to $6 million after December 31,
1996. The Company ha:; reserved for the amount of its estimate of the remaining
costs to be incurred in performing these studies. The Company and later CLH
have been conducting similar studies under their own auspices for several
years. Until these studies are completed and evaluated, the Company cannot
reasonably forecast what regulatory program, if any, will be proposed for the
Passaic River or the Newark Bay watershed and therefore cannot estimate what
additional costs, if any, will be required to be incurred. However, it is
possible that additional work, including interim remedial measures, may be
ordered with respect to the Passaic River.
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Hudson County, New Jersey. Until 1972, Chemicals operated a chromium ore
processing plant at Xearny, New Jersey. According to the DEP, wastes from
these ore processing operations were used as fill material at a number of
sites in and near Hudson County.

As a result of negotiations between the Company (on behalf of Occidental)
and the DEP, Occidental signed an administrative consent order with the DEP in
1990 for investigatian and remediation work at certain chromite ore residue
sites in Kearny and Secaucus, New Jersey. The work is presently being
performed by CLH on behalf of the Company and Occidental, and CLH is funding
Occidental's share of the cost of investigation and remediation of these
sites. The Company is currently providing financial assurance for performance
of the work in the form of a self-guarantee in the amount of $20 million
subject to the Company's continuing ability to satisfy certain financial tests
specified by the State. This financial assurance may be reduced with the
approval of the DEP following any annual cost review. While the Company and
CLH have participated in the cost of studies and CLH is implementing interim
remedial actions and conducting remedial investigations and feasibility
studies, the ultimate cost of remediation is uncertain. The Company
anticipates CLH will submit its remedial investigation and feasibility study
report to the DEP in 1997. The results of the DEP's review of this report
could increase the cost of any further remediation that may be required. The
Company has reserved its best estimate of the remaining cost to perform the
investigations and remedial work as being approximately $47 million at
December 31, 1996. In addition, the DEP has indicated that it expects
Occidental and the Company to participate with the other chromium
manufacturers in the funding of certain remedial activities with respect to a
number of so-called "orphan" chrome sites located in Hudson County, New
Jersey. Occidental and the Company have declined participation as to those
sites for which there is no evidence of the presence of residue generated by
Chemicals. The Governor of New Jersey issued an Executive Order requiring
state agencies to provide specific justification for any state requirements
more stringent than federal requirements. The DEP has indicated that it may be
revising its soil action level upwards towards the higher soil screening
levels proposed by the EPA in 1994.

Painesville, Ohio. From about 1912 through 1976, Chemicals operated
manufacturing facilities in Painesville, Ohio. The operations over the years
involved several discrete but contiguous plant sites over an area of about
1,300 acres. The primary area of concern historically has been Chemicals'
former chromite ore processing plant (the "Chrome Plant"). For many years, the
site of the Chrome E'lant has been under the administrative control of the EPA
pursuant to an administrative consent order under which Chemicals is required
to maintain a clay cap over the site and to conduct certain ground water and
surface water monitoring. Many other sites have previously been clay-capped
and one specific site, which was a waste disposal site from the mid-1960s
until the 1970s, has; been encapsulated and is being controlled and monitored.
In 1995, the Ohio Environmental Protection Agency (the "OEPA") issued its
Directors' Final Findings and Order (the "Director's Order") by consent
ordering that a remedial investigation and feasibility study (the "RIFS") be
conducted at the former Painesville plant area. The Company has agreed to
participate in the IUFS as required by the Director's Order. It is estimated
that the total cost of performing the RIFS will be $5 million to $8 million
over the next three years. In spite of the many remedial, maintenance and
monitoring activities performed, the former Painesville plant site has been
proposed for listing on the National Priority List under CERCLA; however, the
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EPA has stated that the site will not .. listed so long as it is
satisfactorily addressed pursuant to the Director's Order and OEPA's programs.
The Company has reserved for the amount of its estimate of its share of the
cost to perform the R.IFS. The scope and nature of any further investigation or
remediation that may be required cannot be determined at this time; however,
as the RTFS progresses, the Company will continuously assess the condition of
the Painesville plant site and make any changes, including additions, to its
reserve as may be required. The Company's obligations regarding the Chrome
Plant described above have been assumed by CLH pursuant to the Assumption.

Other Former Plant Sites. Environmental remediation programs are in place at
all other former plant sites where material remediation is required in the
opinion of the Company. Former plant sites where remediation has
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been completed are being maintained and monitored to insure continued
compliance with applicable laws and regulatory programs. The Company has
reserved for its estimated costs related to these sites, none of which is
individually material.

Third Party Sites. Chemicals has also been designated as a potentially
responsible party ("PRP") by the EPA under CERCLA with respect to a number of
third party sites, primarily off of Chemicals' properties, where hazardous
substances from Chemicals' plant operations allegedly were disposed of or have
come to be located. Numerous PRPs have been named at substantially all of
these sites. At several of these, Chemicals has no known exposure. Although
PRPs are almost always jointly and severally liable for the cost of
investigations, cleanups and other response costs, each has the right of
contribution frcm other PRPs and, as a practical matter, cost sharing by PRPs
is usually effected by agreement among them. Accordingly, the ultimate cost of
these sites and Chenicals' share of the costs thereof cannot be estimated at
this time, but are not expected to be material except possibly as a result of
the matters described below. The matters described below are among those for
which CLH has assumed responsibility under the Assumption.

1. Fields Brook; Ashtabula, Ohio. At the time that Chemicals was sold to
Occidental, Chemicals operated a chemical plant at Ashtabula, Ohio which is
adjacent to Fields Erook. Occidental has continued to operate the Ashtabula
plant. In 1986, Cherr.icals was formally notified by the EPA that it was a PRP
for the Fields Brook site. The site is defined as Fields Brook, its
tributaries and surrounding areas within the Fields Brook watershed. At least
15 other parties are presently considered to be financially responsible PRPs.
In 1986, the EPA estimated the cost of sediment remediation at the site would
be $48 million. The PRPs, including Occidental, have developed an allocation
agreement for sharing the costs of the work in Fields Brook ordered by the
EPA. Under the allocation, the Occidental share for Chemicals' ownership of
the Ashtabula plant would be about five percent of the total, assuming all
viable PRPs wert to participate.

In 1990, the OEPA, as state trustee for natural resources under CERCLA,
advised previously identified PRPs, including Chemicals, that the OEPA
intended to conduct a Natural Resource Damage Assessment of the Fields Brook
site to calculate a monetary value for injury to surface water, groundwater,
air and biological cind geological resources at the site. Also, although Fields
Brook empties into the Ashtabula River which flows into Lake Erie, it is not
known to what extent, if any, the EPA will propose remedial action beyond
Fields Brook for which the Fields Brook PRPs might be asked to bear some share
of the costs. Until all preliminary studies and necessary governmental actions
have been completed and negotiated or judicial allocations have been made, it
is not possible for the Company to estimate what the response costs, response
activities or natural resource damages, if any, may be for Fields Brook or
related areas, the parties responsible therefore or their respective shares.

It is the Company's position that costs attributable to the Ashtabula plant
fall under the Company's above-described cost sharing arrangement with
Occidental under whi.ch the Company bears one-half of certain costs up to an
aggregate dollar cap. Occidental, however, has contended that it is entitled
to full indemnification from the Company for such costs, and the outcome of
this dispute cannot be predicted. The Company has reserved its estimate of its
share of potential cleanup costs based on the assumption that this site falls
under the Occidcsntal cost sharing arrangement.

2. SCP/Carlstadt :3ite; Carlstadt, New Jersey. Chemicals' share of
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remediation costs at this CERCLA site .Id be approximately one percent,
based on relative volume of waste shipped to the site. An interim remedy has
now been implemented at the site by the PRPs but no estimate can be made at
this time of ultimate; costs of remediation which may extend to certain off-
site locations.

3. Chemical Control. Site; Elizabeth, New Jersey. The PRPs and the EPA have
settled the federal claims for cost recovery and site remediation, and
remediation is now complete. The DEP has demanded of PRPs
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(including Chemicals/ reimbursement of the DEP's alleged $34 million
(including interest through December 31, 1995) in past costs for its partial
cleanup of this site. Based on the previous allocation formula, it is expected
that Chemicals' share of any money paid to the DEP for its claim would be
approximately two percent. The Company has fully reserved its estimated
liability for this site.

Legal Proceedings. In 1995, OxyChem filed suit in Texas state court seeking
a declaration of certain of the parties' rights and obligations under the
sales agreement pursuant to which the Company sold Chemicals to Occidental.
Henkel joined in said lawsuit as a plaintiff in January 1996. Specifically,
OxyChem and Henkel a:ce seeking a declaration that the Company is required to
indemnify them for 50% of certain environmental costs incurred on projects
involving remedial activities relating to chemical plant sites or other
property used in connection with the business of Chemicals on the Closing Date
which relate to, result from or arise out of conditions, events or
circumstances discovered by OxyChem or Henkel and as to which the Company is
provided written notice by OxyChem or Henkel prior to the expiration of ten
years following the Closing Date, irrespective of when OxyChem or Henkel
incurs and gives notice of such costs, subject to an aggregate $75 million
cap. The court denied the Company's motion for summary judgment and granted
OxyChem1s and Henkel's joint motion for summary judgment, thereby granting
OxyChem and Henkel the declaration they sought. The Company believes the
court's orders are erroneous and has appealed.

The Company has established reserves based on its 50% share of remaining
costs expected to be paid or incurred by OxyChem and Henkel prior to September
4, 1996, the tenth anniversary of the Closing Date. As of December 31, 1996,
the Company and CLH on its behalf had paid OxyChem and Henkel a total of
approximately $42 million against the $75 million cap and, based on OxyChem's
and Henkel's historical annual expenditures, the Company had approximately $4
million reserved. The Company cannot predict with any certainty what portion
of the approximately $29 million unreserved portion of the $33 million amount
remaining at December 31, 1996, OxyChem and Henkel may incur; however, OxyChem
and Henkel have asserted in court that the entire amount will be spent. In the
event that the Company does not prevail in its appeal, it could be required to
pay up to approximately $29 million in additional costs which have not been
reserved related to this indemnification. CLH has assumed, pursuant to the
Assumption, responsibility for this litigation.

The Company has established reserves for legal contingencies in situations
where a loss is probable and can be reasonably estimated.

On August 10, 1996, a new Government was inaugurated in Ecuador and on
August 20, 1996, the new Energy Minister announced his intention to cancel the
Company's risk service contract unless the Company and the other members of
its consortium for the Block 16 project ("Block 16") agreed to convert such
contract into a production sharing contract. Effective January 1, 1997, the
Company and the Government entered into a new contract governing Block 16. The
principal difference between the two contracts is the manner in which the
consortium's costs in the Block are recovered. Under the former contract, the
Company had the right to recover its investment before the Government began to
share in significant proceeds from the sale of production; under the new
contract, the Government receives a royalty, and the Company's recovery of its
investment is out of the proceeds after deducting such royalty. Previous
Governments had signaled their dissatisfaction with the former arrangement and
in recent years a series of auditing, contract administration and
certification of new field disputes had arisen that made it increasingly
difficult to develop Block 16. Partly in response to these difficulties, the
Company reduced its 1996 program spending on Block 16 to $17 million from $32
million in 1995.
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The new contract also resolves certai.. outstanding disputes and amends the

prior agreement in various other ways, some of which are expected to
significantly improve the Company's current and future operating costs. The
Company believes that the new contract permits the Company to go forward with
the development of Block 16 and permits it to do so on a more cost-effective
basis, subject to the eventual permanent increase of
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pipeline capacity discussed below. Based on the terms of the newly approved
contract and events which have transpired since such approval, no write down
of carrying value of the Block is required. During 1996, pipeline capacity
available to the Company was sufficient to transport only about 60 to 80% of
the oil which the Company produced daily in Ecuador. Due to the decreased
usage by PetroEcuador, however, pipeline capacity has presently been available
to transport close to 100% of the oil which the Company produces daily. It is
not known whether this availability is temporary and, if permanent, whether it
will be adequate to accommodate expected increased production in mid-1997.
Additionally, the Ecuadorian Government has announced its intention to solicit
bids in early IS'97 for the construction of a new pipeline system and expects
completion of the pipeline within 18 to 24 months from the date of execution
of a contract. It is unknown what impact, if any, a recent change in the
country's political leadership will have on these plans to solicit such bids.

The Company has entered into various operating agreements and capital
commitments associated with the exploration and development of its oil and gas
properties. Such contractual, financial and/or performance commitments are not
material.

The Company's foreign petroleum exploration, development and production
activities are subject to political and economic uncertainties, expropriation
of property and cancellation or modification of contract rights, foreign
exchange restrictions and other risks arising out of foreign governmental
sovereignty over the areas in which the Company's operations are conducted, as
well as risks of loss in some countries due to changes in governments, civil
strife, acts of war, guerrilla activities and insurrection. Areas in which the
Company has significant operations include the United States, Indonesia and
Ecuador.

NOTE TWENTY-THREE—SUBSEQUENT EVENTS

Midgard has signed a letter of intent with Amoco Production Company
("Amoco") concerning the establishment of a partnership with regard to
Midgard's business cind assets. It is anticipated that Midgard and Amoco will
each contribute to the partnership oil and gas properties in the Texas
Panhandle and western Oklahoma and that Amoco will contribute certain other
assets. Midgard and Amoco have commenced negotiations of definitive agreements
covering the partnership. However, no definitive agreements have been entered
into, and consequently no assurances can be given that the attempts to
establish the partnership will be successful.
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(Data is for the twelve months ended December 31, 1996 and the nine months
ended December 31, 1995. The dollar amounts in tables are in millions, except

per share)

Oil and Gas Producing Activities

The following are disclosures about the oil and gas producing activities of
the Company as required by Statement of Financial Accounting Standards No. 69
("SFAS 69").

RESULTS OF OPERATIONS

Results of operations for the twelve months ended December 31, 1996 and the
nine months ended December 31, 1995 from all oil and gas producing activities
are shown below. These results exclude revenues and expenses related to the
purchase of natural gas and the subsequent processing and resale of such
natural gas plus the sale of natural gas liquids extracted therefrom.
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<TABLE>
<CAPTION>

Sales.

Production costs
Exploration costs
Depreciation, depletion
and amortization
Loss on sale of assets..
Other

Income (loss) before tax
provision
Provision (benefit) for
income taxes

Results of operations...

</TABLE>

<TABLE>
<CAPTION>

Sales.

Production costs
Exploration costs
Depreciation, depletion
and amortization
Gain on sale of assess..
Other

Income (loss) before tax
provision
Provision (benefit) for
income taxes

Results of operations...

</TABLE>

TWELVE MONTHS ENDED DECEMBER 31, 1996

UNITED STATES

$131.6

32.2
8.8

51.5
.2

13.3(a)

106.0

25.6

.5

$ 25.1

UNITED STATES

$ 75.4

21.2
10.8

48.8
(.1)
8.5(a)

89.2

(13.8)

$(13.8)

INDONESIA

$403.9

147.0
14.6

87.0

(2.4)

246.2

157.7

89.9

$ 67.8

NINE MONTHS

INDONESIA

$298.3

114.5
18.0

67,7

9.4

209.6

88.7

43.5

$ 45.2

SOUTH AMERICA OTHER FOREIGN

$81.3

20.6
4.0 $ 7.7

25.8 .2
1.5
(.1) (.1)

51.8 7.8

29.5 (7.8)

12.3 (.2)

$17.2 $(7.6)

ENDED DECEMBER 31, 1995

SOUTH AMERICA OTHER FOREIGN

$ 36.5

21.5
6.9 $ 15.5

20.8 .2

(1.2) (.1)

48.0 15.6

(11.5) (15.6)

(12.7)

$ 1.2 $(15.6)

WORLDWIDE

$616.8

199.8
35.1

164.5
1.7
10.7

411.8

205.0

102.5

$102.5

WORLDWIDE

$410.2

157.2
51.2

137.5
(.1)

16.6

362.4

47.8

30.8

$ 17.0

(a) Includes United States gathering and processing costs related to sales.
Such costs were $13.8 million for the twelve months ended December 31,
1996 and $9.1 million for the nine months ended December 31, 1995.

CAPITALIZED COSTS

Included in properties and equipment are capitalized amounts applicable to
the Company's oil and gas producing activities. Such capitalized amounts
include the cost of mineral interests in properties, completed and
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incomplete wells and related support equipment. In addition, the Company's gas
plants that process not only the Company's gas but also third party gas, has
been included in capitalized costs. Approximately 56% of the volumes processed
through the Company's gas plants is the Company's gas. Only the revenue and
cost related to the Company's produced gas is included in results of
operations and costs incurred. Capitalized costs at December 31, 1996 and 1995
were:

<TABLE>
<CAPTION>

UNITED STATES INDONESIA
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1996 1995 1996 1995

Proved properties:
Wells and related equipment and facilities... $591.9 $501.6 $ 761.7 $ 704.0
Support equipment and facilities 176.5 128.7
Uncompleted well, cjquipment and facilities... 17.9 11.0 17.2 18.6
Unproved properties 4.1 79.9 445.1 «. 435.3

790.4 721.2 1,224.0 1,157.9

Less—Accumulated depreciation, depletion and
amortization 104.4 50.4 154.7 67.7

$686.0 $670.8 $1,069.3 $1,090.2

</TABLE>

<TABLE>
<CAPTION>

SOUTH AMERICA OTHER FOREIGN WORLDWIDE

1996 1995 1996 1995 1996 1995

Proved properties:
Wells and related equipment and
facilities .................... $264.5 $307.0 $1,618.1 $1,512.6
Support equipment and
facilities .................... 176.5 128.7
Uncompleted well, equipment and
facilities .................... 33.0 50.5 68.1 80.1

Unproved properties ............ 252.3$ 4.2$ 1.3 453.4 768.8

297.5 609.8 4.2 1.3 2,316.1 2,490.2

Less—Accumulated depreciation,
depletion and amortization 38.7 20.9 .4 .2 298.2 139.2

$258.8 $588.9 $ 3.8 $ 1.1 $2,017.9 $2,351.0

</TABLE>

COSTS INCURRED

Costs incurred by the Company in its oil and gas producing activities for
the twelve months ended December 31, 1996 and the nine months ended December
31, 1995 (whether capitalized or charged against earnings) were as follows:

<TABLE>
<CAPTION>

UNITED STATES INDONESIA

1996 1995 1996 1995

<s> <c> <c> <c> <c>
Property acquisition costs $ 3.2 $ 2.1
Exploration costs 9.9 10.1 $14.9 $19.8
Development costs 55.1 37.5 67.3 44.2

$ 68.2 $ 49.7 $82.2 $64.0

</TABLE>

<TABLE>
<CAPTION>

SOUTH AMERICA OTHER FOREIGN WORLDWIDE

1996 1995 1996 1995 1996 1995

<s> <c> <c> <c> <c> <c> <c>
Property acquisition costs $27.3 $ 3 0 . 5 $ 2 . 1
Exploration costs 11.2 $ 7.6 $ 10.3 $ 15.7 46.3 53.2
Development costs 19.2 28.2 .6 .3 142.2 110.2

$ 57.7 $ 35.8 $ 10.9 $ 16.0 $219.0 $165.5

</TABLE>
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OIL AND GAS RESERVES

The following table represents the Company's net interest in estimated
quantities of developed and undeveloped reserves of crude oil, condensate,
natural gas liquids and natural gas and changes in such quantities for the
twelve months ended December 31, 1996 and for the nine months ended December
31, 1995. Net proved reserves are the estimated quantities of crude oil and
natural gas which geological and engineering data demonstrate with reasonable
certainty to be recoverable in future years from known reservoirs under
existing economic: and operating conditions. Proved developed reserves are
proved reserve volumes that can be expected to be recovered through existing
wells with existing equipment and operating methods. Proved undeveloped
reserves are proved reserve volumes that are expected to be recovered from new
wells on undrilled acreage or from existing wells where a significant
expenditure is required for recompletion.

Estimates of reserves for December 31, 1996 and 1995 were prepared by
Gaffney, Cline & Associates, petroleum engineers, using standard geological
and engineering methods generally accepted by the petroleum industry and in
accordance with the rules and regulations of the Securities and Exchange
Commission ("SEC"). The choice of method or combination of methods employed in
the analysis of each reservoir was determined by experience in the area, stage
of development, quality and completeness of basic data, and production
history. There are numerous uncertainties inherent in estimating quantities of
proved reserves and in projecting future rates of production and timing of
development expenditures, including many factors beyond the control of the
producer. Reserve engineering is a subjective process of estimating
underground accumulations of crude oil and natural gas that cannot be measured
in an exact mamusr, c.nd the accuracy of any reserve estimate is a function of
the quality of available data and of engineering and geological interpretation
and judgment. As a result, estimates of different engineers often vary. In
addition, results of drilling, testing and production subsequent to the date
of an estimate may justify revision of such estimate. Accordingly, reserve
estimates are often different from the quantities of crude oil and natural gas
that are ultimately recovered. The meaningfulness of such estimates is highly
dependent upon the accuracy of the assumption upon which they were based. The
reserve estimates were subjected to economic tests to determine economic
limits. The estimates: may change as a result of numerous factors including,
but not limited to, additional development activity, evolving production
history, and continued reassessment of the viability of production under
varying economic conditions.

<TABLE>
<CAPTION>

DECEMBER 31, 1996 DECEMBER 31, 1995

CRUDE OIL

Net Proved Developed and
Undeveloped Reserve;!
Beginning of period,
April 1, 1995 or
January 1, 1996
Revisions of previous
estimates
Purchase of reserves
in place

Extensions,
discoveries and other
additions
Production
Sales of reserves in
place

UNITED
STATES INDONESIA

SOUTH
AMERICA

UNITED
TOTAL STATES INDONESIA

SOUTH
AMERICA TOTAL

(MILLIONS OF BARRELS)

End of period.

Net Proved Developed
Reserves
Beginning of period..
End of period

4.1

.6

1.0
(.5)

5.2

3.6
4.9

144.1

(15.6)(a)

8.4 (a)
(15.9)

61.1

5.4

12.0

209.3

(9.6)

21.4

121.0

128.1
99.1

(4.4)(c) (20.8)

(12.1) (12.1)

62.0 188.2

3.7

.2

.5
(-3)

154.1

(2.6) (a)

7.1 (a)
(14.5)

4.1

32.8
25.1

164.5
129.1

2.8
3.6

144.1

136.8
128.1

66.3

(4.5)

2.7
(3.4)(c)

61.1

14.0
32.8

224.1

(6.9)

10.3
(18.2)

209.3

153.6
164.5

</TABLE>
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under which all hydrocarbons are owi._d by the Venezuelan Government,
however, the Company receives payment for production and development
services performed based on production. During 1996, the Company sold
Maxus Venezuela to YPF.
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FUTURE NET CASH FLOW!;

The standardized measure of discounted future net cash flows relating to the
Company's proved oil and gas reserves as of December 31, 1996 and 1995 is
calculated and presented in accordance with Statement of Financial Accounting
Standards No. 69. Accordingly, future cash inflows were determined by applying
year-end oil and gas prices (adjusted for future fixed and determinable price
changes) to the Company's estimated share of future production from proved oil
and gas reserves. Future income taxes were derived by applying year-end
statutory tax rates to the estimated net future cash flows. A prescribed 10%
discount factor was applied to the future net cash flows.

In the Company's opinion, this standardized measure is not a representative
measure of fair market value, and the standardized measure presented for the
Company's proved oil and gas reserves is not representative of the reserve
value. The standardised measure is intended only to assist financial statement
users in making comparisons between companies.

<TABLE>
<CAPTION>

UNITED STATES INDONESIA SOUTH AMERICA WORLDWIDE

1996 1995 1996 1995 1996 1995 1996 1995

Future cash flows $ 2,826.9 $1,161.0 $ 3,604.6 $ 3,461.9 $1,030.3 $ 822.5 $ 7,461.8 $ 5,445.4
Future production

Future development

Future net cash flows,
before income taxes....
Discount for estimated
timing of future cash
flows

Present value of future
net cash flows, before
income taxes
Future income taxes,
discounted at 10% (a) ...

(77

2,206

(1,101

1,104

(172

.0)

.7

.9)

.8

.0)

(70.6)

759.2

(342.9)

416.3

(67.8)

(293.

1,468.

(578.

889.

(388.

?)

4

7)

7

9)

(288

1,169

(459

709

(321

.2)

.0

.4)

.6

.7)

(104.2)

608.7

(246.6)

362.1

(99.6)

(122.3)

478.9

(200.0)

278.9

(34.3)

(474.4)

4,283.8

(1,927.2)

2,356.6

(660.5)

(481. 1)

2,407.1

(1,002.3)

1,404.8

(423.8)

Standardized measure of
discounted future net
cash flows $ 932.8 $ 348.5 $ 500.8 $ 387.9 $ 262.5 $ 244.6 $ 1,696.1 $ 981.0

</TABLE>

(a) Future income taxes undiscounted are $491.6 for the United States, $618.4
for Indonesia and $168.3 for South America at December 31, 1996 and $161.6
for the United States, $508.2 for Indonesia and $57.1 for South America at
December 31, 1995.
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The following are the principal sources for change in the standardized
measure:

<TABLE>
<CAPTION>

1996 1995(A)

January 1 $ 981.0 $ 929.8
Sales and transfers of oil and gas produced, net of
production costs (417.0) (322.7)

Net changes in prices and production costs, net of future
production and d«!velopment costs 994.6 99.6
Extensions, discoveries and improved recovery, less
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related costs

Development costs incurred during the year that reduced
future development, costs

Revisions of previous quantity estimates
Purchase of reserves in place
Sale of reserves in place
Net change in income taxes
Accretion of discount
Changes in production rates (timing) and other

264.3

142.2
108.5

.1
(65.6)
(236.7)
136.5
(211.8)

79.5

140.
51.
16.
(.1)

(42.8)
131.1
(101.8)

December 31 $1,696.1 S 981.0

</TABLE>

(a) The principle sources for change in the standardized measure are presented
for the year-ended December 31, 1995, rather than the nine months period
ended December 31, 1995, as reserve reports from which this information is
derived are only prepared on an annual basis.
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Quarterly Data

<TABLE>
<CAPTION>

1996

MARCH 31, JUNE 30, SEPTEMBER 30, DECEMBER 31, FOR THE YEAR

Sales and operating
revenues $174.0 $172.1 $174.4 $197.5 $718.0

Gross profit (a) 64.5 58.6 59.1 91.0 273.2
Net income (loss) before
extraordinary item (0.5) (2.7) 11.3 12.5 20.6
Extraordinary item (b).. (5.6) (5.6)
Net income (loss) (0.5) (2.7) 11.3 6.9 15.0

Market price per share:
$4.00 Preferred(c)
High 46 50 503/4
Low 42 41 1/4 49 3/4

$2.50 Preferred
High 26 1/2 26 26 11/32 26 1/2 26 1/2
Low 25 1/8 25 25 1/4 25 3/4 25

<CAPTION>
1995

NINE MONTHS
ENDED

MARCH 31, JUNE 30, SEPTEMBER 30, DECEMBER 31, DECEMBER 31,

Sales and operating
revenues $142.5 $150.7 $141.8 $171.3 $463.8

Gross profit (a) 35.2 34.3 24.5 48.0 106.8
Net loss (56.9) (23.0) (28.1) (22.6) (73.7)
Per Common Share
Net loss (.49)

Market price per share:
Common

High 5 29/32 5 1/2
Low 3 53/8

$4.00 Preferred
High 38 1/4 41 40 1/2 44 3/4 44 3/4
Low 30 32 1/2 38 38 32 1/2

$2.50 Preferred
High 21 3/4 24 1/4 25 5/8 26 1/8 26 1/8
Low 17 45/64 19 1/8 23 5/8 17 5/8 17 5/8

</TABLE>

(a) Gross profit is sales and operating revenues less purchases and operating
expenses, ga.s purchase costs and depreciation, depletion and amortization.

(b) In December 1996, the Company repaid the $175.0 million Indonesian
Facility due 1997-2002. Unamortized issuance costs associated with this
early retirement were recorded as an extraordinary loss of $5.6 million.
The tax impact cf this transaction was less than $.1 million.

(c) As part of the Company's reorganization, the Company redeemed on August
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13, 1996, all of its outstanding si. .es of $4.00 Preferred Stock.
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EXHIBIT 3(i)

RESTATED

CERTIFICATE OF INCORPORATION

OF

MAXUS ENERGY CORPORATION

(ORIGINALLY INCORPORATED UNDER THE NAME OF
NEW DIAMOND CORPORATION ON JULY 19, 1983)

FIRST. The name of the Corporation (the "Corporation") is Maxus Energy
Corporation.

SECOND. The registered office of the Corporation in the State of Delaware
is located at Corporation Trust Center, 1209 Orange Street, in the City of
Wilmington, County of New Castle. The name of the Corporation's registered
agent at such address is The Corporation Trust Company.

THIRD. The purpose of the Corporation is to engage in any lawful act or
activity for which corporations may be organized under the General Corporation
Law of the State of Delaware.

FOURTH. The Corporation is authorized to issue two classes of capital
stock, designated Common Stock and Preferred Stock. The amount of total
authorized capital stock of the Corporation is 400,000,000 shares, divided into
300,000,000 shares of Common Stock, $1.00 par value, and 100,000,000 shares of
Preferred Stock, $1.30 par value.

The Preferred Stock may be issued in one or more series. The Board of
Directors is hereby authorized to issue the shares of Preferred Stock in such
series and to fix from time to time before issuance the number of shares to be
included in any series and the designation, relative powers, preferences and
rights and qualifications, limitations or restrictions of all shares of such
series. The authority of the Board of Directors with respect to each series
shall include, without limiting the generality of the foregoing, the
determination of any or all of the following:

(a) the number of shares of any series and the designation to
distinguish the shares of such series from the shares of all other series;

(b) the voting powers, if any, and whether such voting powers are
full or limited, in such series;

(c) the redemption provisions, if any, applicable to such series,
including the redemption price or prices to be paid;

(d) whether dividends, if any, shall be cumulative or noncumulative,
the dividend rate of such series, and the dates and preferences of
dividends on such series;

(e) the rights of such series upon the voluntary or involuntary
dissolution of, or upon any distribution of the assets of, the Corporation;
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(f) the provisions, if any, pursuant to which the shares of such
series are convertible into, or exchangeable for, shares of any other class
or classes or of any other series of the same or any other class or classes
of stock, or any other security, of the Corporation or any other
corporation, and price or prices or the rates of exchange applicable
thereto;
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(g) the right, if any, to s>—.scribe for or to purchase any

securities of the Corporation or any other corporation;

(h) the provisions, if any, of a sinking fund applicable to such
series; and

(i) any other relative, participating, optional or other special
powers, preferences, rights, qualifications, limitations or restrictions
thereof;

all as shall be determined from time to time by the Board of Directors and shall
be stated in said resolution or resolutions providing for the issuance of such
Preferred Stock (a "Preferred Stock Designation").

$2.50 Cumulative Preferred Stock

The following is a statement of the powers, preferences, rights,
qualifications, limitations and restrictions of the Series, consisting of
5,000,000 shares, $1.00 par value, of the $2.50 Cumulative Preferred Stock.

SECTION 1. Designation and Amount. The shares of this Series shall be
designated as the "$2.50 Cumulative Preferred Stock" and the number of shares
constituting this Series shall be 5,000,000, which number, subject to the
provisions of the Certificate of Incorporation, may be increased or decreased by
the Board of Directors without a vote of stockholders; provided, however, that

such number may not be decreased below the number of the then currently
outstanding shares of this Series.

SECTION 2. Dividends. The holders of shares of this Series, in preference
to the holders of shares of the Common Stock of the Corporation and of any other
capital stock of the Corporation ranking junior to this Series as to payment of
dividends, shall be entitled to receive, when, as and if declared by the Board
of Directors out of funds legally available for the purpose, cumulative cash
dividends at the annual rate of $2.50 per share, and no more, in equal quarterly
payments on the fifteenth day of March, June, September and December in each
year (each such date being referred to herein as a "Quarterly Dividend Payment
Date"), commencing March 15, 1994. Dividends shall begin to accrue and be
cumulative from the date of original issue of this Series. The amount of
dividends so payable shall be determined on the basis of twelve 30-day months
and a 360-day year. Accumulated but unpaid dividends shall not bear interest.
Dividends paid on the shares of this Series in an amount less than the total
amount of such dividends at the time accrued and payable on such shares shall be
allocated pro rata on a share-by-share basis among all such shares at the time
outstanding. The Board of Directors may fix a record date for the determination
of holders of shares of this Series entitled to receive payment of a dividend
declared thereon, which record date shall be no more than sixty days prior to
the date fixed for the payment thereof.
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SECTION 3. Redemption. The shares of this Series shall not be redeemable
prior to December 1, 1998. On or after that date, the Corporation shall have
the right, at its sole option and election, to redeem the whole or any part of
the then-outstandinc shares of this Series, at any time or from time to time,
upon notice duly given as hereinafter specified, at a price per share of $25.00,
plus dividends accumulated but unpaid to the redemption date; provided that
unless provision has been made for payment in full of dividends on all shares of
outstanding Preferred Stock of the Corporation for all past dividend periods and
the current period, no sum shall be set aside for the redemption of any shares
of this Series nor shall any shares of this Series be purchased or otherwise
acquired by the Corporation.

Notice of every such redemption of shares of this Series shall be given by
publication at least once a week in each of two successive weeks in a newspaper
printed in the English language and customarily published on each business day
and of general circulation in the city in which the Corporation maintains its
principal executive offices and in the Borough of Manhattan, The City of New
York, commencing at least 30 but not more than 60 days prior to the date fixed
for such redemption. Notice of every such redemption shall also be mailed at
least 30 but not more than 60 days prior to the date fixed for such redemption
to the holders of record of the shares so to be redeemed at their respective
addresses as the same shall appear on the books of the Corporation, but no
failure to mail such notice nor any defect therein or in the mailing thereof
shall affect the validity of the proceedings for the redemption of any shares so
to be redeemed. In case of redemption of a part only of this Series at the time
outstanding, the redemption may be either pro rata or by lot. The Board of
Directors shall prescribe the manner in which the drawings by lot or the pro
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<TABLE>
<CAPTION>

DECEMBER 31, 1996 DECEMBER 31, 1995

UNITED UNITED
NATURAL GAS<B) STATES INDONESIA TOTAL STATES INDONESIA TOTAL

(BILLIONS OF CUBIC FEET)
<s> <c> <c> <c> <c> <c> <c>
Net Proved Developed and
Undeveloped Reserves
Beginning of period,
April 1, 1995 or January 1,
1996 ........... ................. 570 313 883 505 300 805
Revisions of previous
estimates ---- ................. 83 15 98 7 18 25
Purchase of reserves in
place ........ ................. 2 2
Extensions, discoveries and
other additions .............. 91 12 103 94 14 108
Production ----- ................ (53) (30) (83) (36) (19) (55)
Sales of reserves i.n place

End of period ____ ................ 693 310 1,003 570 313 883

Net Proved Developed Reserves
Beginning of period ............. 449 138 587 373 103 476
End of period ................... 573 136 709 449 138 587

</TABLE>

<TABLE>
<CAPTION>

DECEMBER 31, 1996 DECEMBER 31, 1995

UNITED UNITED
NATURAL GAS LIQUIDS STATES INDONESIA TOTAL STATES INDONESIA TOTAL

(MILLIONS OF BARRELS)
<s> <c> <c> <c> <c> <c> <c>
Net Proved Developed and
Undeveloped Reserves;
Beginning of period,
April 1, 1995 or January 1,
1996 ............................ 42.6 9.0 51.6 36.1 9.3 45.4
Revisions of previous
estimates ..................... 8.6 (.1) 8.5 1.5 .1 1.6
Purchase of reserves in place..
Extensions, discoveries and
other additions ............... 6.0 .1 6.1 7.4 7.4
Production ..................... (3.1) (.9) (4.0) (2.4) (.4) (2.8)

End of period .................... 54.1 8.1 62.2 42.6 9.0 51.6

Net Proved Developed Reserves
Beginning of period .............. 33.4 4.3 37.7 28.9 3.1 32.0
End of period .................... 44.5 3.5 48.0 33.4 4.3 37.7

</TABLE>

(a) The changes reflect the impact of the change in the price of crude oil on
the barrels to which the Company is entitled under the terms of the
Indonesian production sharing contracts. The Indonesian production sharing
contracts allow ;he Company to recover tangible production and exploration
costs, as well as operating costs. As the price of crude oil fluctuates,
the Company is entitled to more or less barrels of cost recovery oil.
Increasing prices resulted in a decrease of 15.9 million barrels in 1996
and 9.9 million barrels in 1995.

(b) Natural gas liquids reserve volumes are presented separately for
information purposes only. Natural gas liquids are extracted from the
Company's natural gas volumes and are recoverable at natural gas
processing plants downstream from the lease or field separation facility.
The volumes presented for natural gas reserves are prior to the extraction
of natural gas liquids.

(c) Reserves in Venezuela are attributable to an operating service agreement
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rata redemption shall be conducted and. jbject to the provisions herein and in
the Certificate of Incorporation contained, the terms and conditions upon which
the shares of th:is Series shall be redeemed from time to time.

If such notice of redemption shall have been duly given by publication or
if the Corporation shall have given to the bank or trust company designated by
the Corporation as hereinafter specified irrevocable authorization promptly to
give or to complete such notice of publication, and if on or before the
redemption date specified therein the funds necessary for such redemption shall
have been deposited by the Corporation, in trust for the pro rata benefit of the
holders of the shares so called for redemption, with a bank or trust company in
good standing, designated in such notice, organized under the laws of the United
States of America or of the State of New York, doing business in the Borough of
Manhattan, The City of New York, having a capital, surplus and undivided profits
aggregating at least $5,000,000 according to its last published statement of
condition, then, notwithstanding that any certificate for shares so called for
redemption shall not have been surrendered for cancellation, from and after the
time of such deposit, all shares so called for redemption shall no longer be
deemed to be outstanding and all rights with respect to such shares shall
forthwith cease and terminate, except only the right of the holders thereof to
receive from such deposit the funds so deposited, without interest. Any interest
accrued on such funds shall be paid to the Corporation from time to time. Any
funds so set aside or deposited, as the case may be, and unclaimed at the end of
two years from such redemption date shall be released or repaid to the
Corporation, after which the holders of the shares so called for redemption
shall look only to the Corporation for payment thereof.

SECTION 4. Liquidation. The amount which shall be paid to the holders of
shares of this Series in the event of any voluntary or involuntary total
liquidation, dissolution or winding up of the

3
<PAGE>

Corporation shall be $25.00 per share on each outstanding share of this Series,
plus an amount equal to all dividends accumulated but unpaid to the date of such
payment.

SECTION 5. Ratable Treatment. In the event that the amounts payable in
accordance with Section 4 hereof are not paid in full, each share of this Series
shall, together with outstanding shares of all other series of Preferred Stock
of the Corporation, share ratably, without priority of one series over the
other, in the payment of dividends, including accumulations, if any, in the
proportion that the amount of dividends, including accumulations, if any, then
payable on each share bears to the aggregate of such amounts then payable on all
Preferred Stock of the Corporation and in any distribution of assets other than
by way of dividends in the proportion that the sum payable on each share bears
to the aggregate of the amounts so payable on all shares of Preferred Stock of
the Corporation.

SECTION 6. Limitation on Dividends. So long as any of the shares of this
Series shall remain outstanding, no dividend whatever shall be paid or declared,
and no distribution made, on any junior shares, other than a dividend payable
solely in junior shares, nor shall any junior shares be acquired for a
consideration by the Corporation or by any company a majority of the voting
shares of which is owned by the Corporation, unless all dividends on the shares
of this Series accrued for all past quarterly dividend periods shall have been
paid and the full dividends thereon for the then current quarterly dividend
period shall have been paid or declared and duly provided for.

SECTION 7. Voting Rights. The holders of the shares of this Series shall
have no voting rights whatsoever, except for any voting rights to which they may
be entitled under the laws of the State of Delaware, and except as follows:

(a) So long as any of the shares of this Series are outstanding, the
consent of the holders of at least a majority of the then-outstanding
shares of this Series, given in person or by proxy at any special or annual
meeting called for the purpose, shall be necessary to permit, effect or
validate any ore or more of the following:

(i) Any increase in the authorized amount of Preferred Stock
or the authorizcition, or any increase in the authorized amount, of any class of
shares of the Corporation ranking on a parity with the Preferred Stock.

(ii) The sale, lease or conveyance (other than by mortgage) of
all or substantially all of the property or business of the Corporation or the
consolidation or merger of the Corporation into any other corporation, unless
the corporation resulting from such merger or consolidation shall have
thereafter no class of shares, either authorized or outstanding, ranking prior
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to or on a parity with shares correspo. .19 to the shares of Preferred Stock,
except the same number of shares with no greater rights and preferences than the
shares of Preferred Stock authorized immediately preceding such consolidation or
merger and unless each holder of shares of Preferred Stock immediately preceding
such consolidation or merger shall receive the same number of shares, with
substantially the sane rights and preferences, of the resulting corporation;
provided, however, that the resulting corporation may have authorized and
outstanding such additional shares having preferences or priorities over or
being on a parity with the shares of Preferred Stock as the holders of Preferred
Stock of the Corporation may have previously authorized

4
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pursuant to the Certificate of Incorporation; and provided, further, that this
requirement of consent by the holders of shares of Preferred Stock shall not be
deemed to apply to or operate to prevent either the purchase by the Corporation
of the assets or shares, in whole or in part, of any other corporation, or the
sale by the Corporation or any subsidiary of all or part of the capital shares
or assets of other corporations, including a subsidiary, or the sale of a
division or divisions of the Corporation or of any subsidiary, or any other sale
of property or assets which constitutes less than substantially all of the
property or assets o:f the Corporation.

(b) So long as any of the shares of this Series are outstanding, the
consent of the holders of at least 66 2/3% of the then-outstanding shares
of this Series given in person or by proxy, at any special or annual
meeting called for the purpose, shall be necessary to permit, effect or
validate any one or more of the following:

(i) The authorization, or any increase in the authorized
amount, of any class of shares of the Corporation ranking prior to the
shares of Preferred Stock.

(ii) The amendment, alteration or repeal of any of the
provisions of the Certificate of Incorporation, or the amendment,
alteration, repeal or adoption of any resolution contained in a
certificate of designation filed pursuant to Section 151 of the
General Corporation Law of the State of Delaware in the office of the
Secretary of State of the State of Delaware, which would affect
adversely any right, preference, privilege or voting power of the
shares of this Series or shares of any other series of Preferred Stock
or the holders thereof.

(c) Bitlout limiting the rights, if any, of holders of any other
series of Preferred Stock, in case the Corporation shall be in arrears in
the payment of six quarterly dividends, whether or not successive, on the
outstanding shares of this Series or any other outstanding series of
Preferred Stock, the holders of shares of this Series voting separately as
a class and in addition to their other voting rights shall have the
exclusive right to elect two additional directors beyond the number to be
elected by all stockholders at the next annual meeting of stockholders
called for the election of directors, and at every subsequent such meeting
at which the terms of office of the directors so elected by the holders of
shares of this Series expire, provided such arrearage exists on the date of
such meeting or subsequent meetings, as the case may be. The right of the
holders of shares of this Series voting separately as a class to elect two
members of the Board of Directors of the Corporation as aforesaid shall
continue until such time as all dividends accumulated on all shares of
Preferred Stock shall have been paid in full and provision has been made
for the payment in full of the dividends for the current quarter, at which
time the special right of the holders of shares of this Series so to vote
separately as a class for the election of Directors shall terminate,
subject to revesting at such time as the Corporation shall be in arrears in
the payment of six quarterly dividends, whether or not successive, on the
outstanding shares of this Series or any other outstanding series of
Preferred Stock. If the annual meeting of stockholders of the Corporation
is not, for any reason, held on the date fixed in the By-Laws at a time
when the holders of shares of this Series, voting separately and as a
class, shall be entitled to elect directors, or if vacancies shall exist in
both of the two offices of directors elected by the holders of shares of
this Series, the
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Chairman of the Board of the Corporation shall, upon the written request of
the holders of record of at least 10% of the shares of this Series then
outstanding addressed to the Secretary of the Corporation, call a special
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meeting in lieu of the annual mee. .<g of stockholders, or, in the event of
such vacancies, a special meeting of the holders of shares of this Series,
for the purpose of electing directors. Any such meeting shall be held at
the earliest practicable date at the place for the holding of the annual
meeting of stockholders or as otherwise determined pursuant to the By-Laws.
If such meeting shall not be called by the Chairman of the Board of the
Corporation within 20 days after personal service of said written request
upon the Secretary of the Corporation, or within 20 days after mailing the
same within the United States by certified mail, addressed to the Secretary
of the Corporation at its principal executive offices, then the holder of
record of at le.ast 10% of the outstanding shares of this Series may
designate in writing one of their number to call such meeting at the
expense of the Corporation, and such meeting may be called by the person so
designated upon the notice required for the annual meeting of stockholders
of the Corporation and shall be held at the place for holding the annual
meetings of stockholders or as otherwise determined pursuant to the By-
Laws. Any holder of shares of this Series so designated shall have access
to the lists of stockholders to be called pursuant to the provisions
hereof.

At any meeting held for the purpose of electing directors at
which the holders of shares of this Series shall have the right to elect
directors as aforesaid, the presence in person or by proxy of the holders
of at least 33 1/3% of the outstanding shares of this Series shall be
required to constitute a quorum of such shares of this Series.

In the event any meeting of the holders of shares of this Series
shall be held for the purpose of electing directors pursuant to this
subdivision (c), nothing contained herein shall preclude the Corporation
from simultaneously calling and holding a meeting of any other class or
series of capital stock of the Corporation which may have voting rights to
elect directors.

Any vacancy occurring in the office of director elected by the
holders of shares of this Series may be filled by the remaining director
elected by the holders of the shares of such class, unless and until such
vacancy shall be filled by the holders of the shares of such class. Any
director to be elected by the holders of shares of this Series shall agree,
prior to his election to office, to resign upon any termination of the
right of the holders of shares of this Series to vote as a class for
directors as herein provided, and upon any such termination the directors
then in office elected by the holders of shares of this Series shall
forthwith resign.

SECTION 8. No Sinking Fund. No sinking fund shall be provided for the
purchase or redemption of the shares of this Series.

SECTION 9. No Preemptive Rights. The holders of shares of this Series are
not entitled to any preemptive or other rights to subscribe for or to purchase
any shares or securities of any class which may at any time be issued, sold or
offered for sale by the Corporation.

SECTION 10. Rark. All shares of Preferred Stock, including this Series,
shall be of equcil rank with each other regardless of series, and shall be
identical with each other except as provided in the Certificate
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of Incorporation or in a certificate of designation filed pursuant to Section
151 of the General Corporation Law of the State of Delaware with the Secretary
of State of the Stat.e of Delaware.

Junior Preferred Stock, Series A

The following is a statement of the powers, preferences, rights,
qualifications, limitations and restrictions of the Series, consisting of
3,250,000 shares, $!..00 par value of the Junior Preferred Stock, Series A.

SECTION 1. Designation and Amount. The shares of such series shall be
designated as the "Junior Preferred Stock, Series A" (the "Junior Preferred
Stock") and the number of shares constituting such series shall be 3,250,000,
which number, subject to the provisions of the Certificate of Incorporation, may
be increased or decreased by the Board of Directors without a vote of
stockholders; provided, however, that such number may not be decreased below the
number of the then currently outstanding shares of Junior Preferred Stock plus
the number of shares reserved for issuance upon the exercise of outstanding
options, rights or warrants or upon the conversion of any outstanding securities
issued by the Corporation convertible into Junior Preferred Stock.
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SECTION 2. Dividends and Distributions.

(a) Subject to the rights of the holders of any shares of the
Corporation's $4.00 Cumulative Convertible Preferred Stock, $9.75
Cumulative Convertible Preferred Stock and any other series of Preferred
Stock (or any similar stock) ranking senior to the Junior Preferred Stock
with respect to dividends, the holders of shares of Junior Preferred Stock,
in preference to the holders of Common Stock with a par value of $1.00 per
share (the "Common Stock") of the Corporation, and of any other junior
stock, shall be entitled to receive, when, as and if declared by the Board
of Directors out of funds legally available for the purpose, cumulative
quarterly dividends payable in cash on the fifteenth day of March, June,
September and December in each year (each such date being referred to
herein as a "Quarterly Dividend Payment Date"), commencing on the first
Quarterly Dividend Payment Date after the first issuance of a share or
fraction of a share of Junior Preferred Stock, in an amount per share
(rounded to the nearest cent), subject to the provision for adjustment
hereinafter set forth, equal to 100 times the aggregate per share amount of
all cash dividends, and 100 times the aggregate per share amount (payable
in kind) of all non-cash dividends or other distributions, other than a
dividend payable in shares of Common Stock or a subdivision of the
outstanding shares of Common Stock (by reclassification or otherwise),
declared on the Common Stock since the immediately preceding Quarterly
Dividend Payment Date or, with respect to the first Quarterly Dividend
Payment Date, since the first issuance of any share or fraction of a share
of Junior Preferred Stock. In the event the Corporation shall at any time
after September 12, 1988 (the "Rights Declaration Date") declare or pay any
dividend on the Common Stock payable in shares of Common Stock, or effect a
subdivision or combination or consolidation of the outstanding shares of
Common Stock (by reclassification or otherwise than by payment of a
dividend in shares of Common Stock) into a greater or lesser number of
shares of Common Stock, then in each such case the amount to which holders
of shares of Junior Preferred Stock were entitled immediately prior to such
event under the preceding sentence shall be adjusted by multiplying such
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amount by a fraction, the numerator of which is the number of shares of
Common Stock outstanding immediately after such event and the denominator
of which is the number of shares of Common Stock that were outstanding
immediately prior to such event.

(b) The Corporation shall declare a dividend or distribution on the
Junior Preferred Stock as provided in paragraph (a) of this Section
immediately before it declares a dividend or distribution on the Common
Stock (other than a dividend payable in shares of Common Stock); provided
that, in the event no dividend or distribution shall have been declared on
the Common Stock during the period between any Quarterly Dividend Payment
Date, and the next subsequent Quarterly Dividend Payment Date, a dividend
of $0.01 per share on the Junior Preferred Stock shall nevertheless be
payable on such subsequent Quarterly Dividend Payment Date.

(c) Dividends shall begin to accrue and be cumulative on outstanding
shares of Junior Preferred Stock from the Quarterly Dividend Payment Date
next preceding the date of issue of such shares, unless the date of issue
of such shares is prior to the record date for the first Quarterly Dividend
Payment Date, in which case dividends on such shares shall begin to accrue
from the date of issue of such shares, or unless the date of issue is a
Quarterly Dividend Payment Date or is a date after the record date for the
determination of holders of shares of Junior Preferred Stock entitled to
receive a quarterly dividend and before such Quarterly Dividend Payment
Date, in either of which events such dividends shall begin to accrue and be
cumulative from such Quarterly Dividend Payment Date. Accrued but unpaid
dividends shall not bear interest. Dividends paid on the shares of Junior
Preferred Stock in an amount less than the total amount of such dividends
at the time accrued and payable on such shares shall be allocated pro rata
on a share-by-share basis among all such shares at the time outstanding.
The Board of Directors may fix a record date for the determination of
holders of shares of Junior Preferred Stock entitled to receive payment of
a dividend or distribution declared thereon, which record date shall be not
more than 50 calendar days prior to the date fixed for the payment thereof.

SECTION 3. Voting Rights. The holders of shares of Junior Preferred Stock
shall have the following voting rights:

(a) Subject to the provision for adjustment hereinafter set forth,
each share of Junior Preferred Stock shall entitle the holder thereof to
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100 votes on all matters submittt ~o a vote of the stockholders of the
Corporation. In the event the Corporation shall at any time after the
Rights Declaration Date declare or pay any dividend on the Common Stock
payable in shares of Common Stock, or effect a subdivision or combination
or consolidation of the outstanding shares of Common Stock (by
reclassification or otherwise than by payment of a dividend in shares of
Common Stock) into a greater or lesser number of shares of Common Stock,
then in each such case the number of votes per share to which holders of
shares of Junior Preferred Stock were entitled immediately prior to such
event shall be adjusted by multiplying such number by a fraction, the
numerator of which is the number of shares of Common Stock outstanding
immediately after such event and the denominator of which is the number of
shares of Common Stock that were outstanding immediately prior to such
event.
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(b) Except as otherwise provided herein or by law, the holders of
shares of Junior Preferred Stock and the holders of shares of Common Stock
shall vote together as one class on all matters submitted to a vote of
stockholders of the Corporation.

(c) Except as set forth in Section 11 hereof, or as required by law,
holders of Juniar Preferred Stock shall have no special voting rights and
their consent shall not be required (except to the extent they are entitled
to vote with holders of Common Stock as set forth herein) for taking any
corporate action.

SECTION 4. Certain Restrictions.

(a) Whenever quarterly dividends or other dividends or distributions
payable on the Junior Preferred Stock as provided in Section 2 are in
arrears, thereafter and until all accrued and unpaid dividends and
distributions, whether or not declared, on shares of Junior Preferred Stock
outstanding shall have been paid in full, the Corporation shall not:

(i) declare or pay dividends, or make any other distributions,
on any shares of stock ranking junior (either as to dividends or upon
liquidation, dissolution or winding up) to the Junior Preferred Stock;

(ii) declare or pay dividends, or make any other distributions,
on any shares of stock ranking on a parity (either as to dividends or
upon liquidation, dissolution or winding up) with the Junior Preferred
Stock, except dividends paid ratably on the Junior Preferred Stock and
all such parity stock on which dividends are payable or in arrears in
proportion to the total amounts to which the holders of all such
shares are then entitled;

(iii) redeem or purchase or otherwise acquire for consideration
shares of any stock ranking junior (either as to dividends or upon
liquidation, dissolution or winding up) to the Junior Preferred Stock,
provided that the Corporation may at any time redeem, purchase or
otherwise acquire shares of any such junior stock in exchange for
shares of any stock of the Corporation ranking junior (either as to
dividends or upon dissolution, liquidation or winding up) to the
Junior Preferred Stock; or

(iv) redeem or purchase or otherwise acquire for consideration
any shares of Junior Preferred Stock, or any shares of stock ranking
on a parity with the Junior Preferred Stock, except in accordance with
a purchase offer made in writing or by publication (as determined by
the Board of Directors) to all holders of such shares upon such terms
as the Board of Directors, after consideration of the respective
annual dividend rates and other relative rights and preferences of the
respective series and classes, shall determine in good faith will
result in fair and equitable treatment among the respective series or
classes.

(b) The Corporation shall not permit any subsidiary of the
Corporation to purchase or otherwise acquire for consideration any shares
of stock of the Corporation unless the
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Corporation could, under paragraph (a) of this Section 4, purchase or
otherwise acquire such shares at such time and in such manner.
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SECTION 5. Ho Redemption. The sha. of Junior Preferred Stock shall not b«.

redeemable.

SECTION 6. Keacquired Shares. Any shares of Junior Preferred Stock
purchased or otherwise acquired by the Corporation in any manner whatsoever
shall be retired and cancelled promptly after the acquisition thereof. All such
shares shall upon their cancellation become authorized but unissued shares of
Preferred Stock and may be reissued as part of a new series of Preferred Stock
to be created by resolution or resolutions of the Board of Directors, subject to
the conditions and restrictions on issuance set forth herein.

SECTION 7. Liquidation, Dissolution or Winding Up. Upon any voluntary or
involuntary liquidation, dissolution or winding up of the Corporation, no
distribution or payment shall be made (a) to the holders of Common Stock or any
other shares of stock ranking junior (either as to dividends or upon
liquidation, dissolution or winding up) to the Junior Preferred Stock unless,
prior thereto, the holders of shares of Junior Preferred Stock shall have
received an aggregate amount per share, subject to the provision for adjustment
hereinafter set forth, equal to 100 times the aggregate amount to be distributed
per share to holders of Common Stock, plus an amount equal to all accrued and
unpaid dividends and distributions thereon, whether or not declared, to the date
of such payment, or (b) to the holders of stock ranking on a parity (either as
to dividends or upon liquidation, dissolution or winding up) with the Junior
Preferred Stock, except distributions made ratably on the Junior Preferred Stock
and all other such parity stock in proportion to the total amounts to which the
holders of all such shares are entitled upon such liquidation, dissolution or
winding up. In the event the Corporation shall at any time after the Rights
Declaration Date declare or pay any dividend on the Common Stock payable in
shares of Common Stock, or effect a subdivision or combination or consolidation
of the outstanding shares of Common Stock (by reclassification or otherwise than
by payment of a dividend in Common Stock) into a greater or lesser number of
shares of Common Stock, then in each such case the aggregate amount to which
holders of shares of Junior Preferred Stock were entitled immediately prior to
such event under the proviso in clause (a) of the preceding sentence shall be
adjusted by multiplying such amount by a fraction, the numerator of which is the
number of shares of Common Stock outstanding immediately after such event and
the denominator of which is the number of shares of Common Stock that were
outstanding immediately prior to such event.

SECTION 8. Consolidation, Merger, Etc. In case the Corporation shall enter
into any consolidation, merger, combination or other transaction in which the
shares of Common Stock are exchanged for or changed into other stock or
securities, cash and/or any other property, then in any such case each share of
Junior Preferred Sto;k shall at the same time be similarly exchanged or changed
into an amount per share, subject to the provision for adjustment hereinafter
set forth, equal to 100 times the aggregate amount of stock, securities, cash
and/or any other property (payable in kind), as the case may be, into which or
for which each share of Common Stock is changed or exchanged. In the event the
Corporation shall at any time after the Rights Declaration Date declare or pay
any dividend on the Common Stock payable in shares of Common Stock, or effect a
subdivision or combination or consolidation of the outstanding shares of Common
Stock (by reclassification or otherwise than by payment of a dividend in shares
of Common Stock) into a greater or lesser number of shares of Common Stock, then
in each such
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case the amount set forth in the preceding sentence with respect to the exchange
or change of shares of Junior Preferred Stock shall be adjusted by multiplying
such amount by a fraction, the numerator of which is the number of shares of
Common Stock outstanding immediately after such event and the denominator of
which is the number of shares of Common Stock outstanding immediately prior to
such event.

SECTION 9. Fractional Shares. The Corporation may issue fractions and
certificates representing fractions of a share of Junior Preferred Stock in
integral multiples cf one one-hundredth of a share of Junior Preferred Stock, or
in lieu thereof, at the election of the Board of Directors of the Corporation at
the time of the first issue of any shares of Junior Preferred Stock, evidence
such fractions by depositary receipts, pursuant to an appropriate agreement
between the Corporation and a depositary selected by it, provided that such
agreement shall provide that the holders of such depositary receipts shall have
all the rights, privileges and preferences of Junior Preferred Stock. In the
event that fractional shares of Junior Preferred Stock are issued, the holders
thereof shall have all the rights provided herein for holders of full shares of
Junior Preferred Stock in the proportion with such fraction bears to a full
share.
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SECTION 10. Rank. The Junior Preft ad Stock shall rank junior to all other

series of the Corporation's Preferred Stock as to the payment of dividends and
the distribution of assets in liquidation, unless the terms of any such series
shall provide otherwise.

SECTION 11. Amendment. The Certificate of Incorporation of the Corporation
shall not be amended in any manner which would materially alter or change the
powers, preferences or special rights of the Junior Preferred Stock so as to
affect them adversely without the affirmative vote of the holders of at least a
majority of the outstanding shares of Junior Preferred Stock, voting separately
as a class.

FIFTH. In furtherance of, and not in limitation of the powers conferred by
statute, the Board of Directors is expressly authorized and empowered:

(a) To mcike and alter the By-Laws of the Corporation; provided,
however, that the By-Laws made by the Board of Directors under the powers
hereby conferred may be altered, changed, amended or repealed by the Board
of Directors or by the affirmative vote of the holders of a majority of
shares having voting power with respect thereto; and

(b) From time to time to determine whether and to what extent, and
at what times and places, and under what conditions and regulations, the
accounts and books of the Corporation or any of them, shall be open to
inspection of stockholders; and no stockholder shall have any right to
inspect any account, book or document of the Corporation, except as
conferred by applicable law and subject to the rights, if any, of the
holders of any :>eries of Preferred Stock.

The Corporation may in its By-Laws confer powers upon its Board of
Directors in addition to the foregoing and in addition to the powers and
authorities expressly conferred upon the Board of Directors by applicable law.

SIXTH. The .stockholders and Board of Directors of the Corporation shall
have power to hold their meetings and to have one or more offices of the
Corporation within or without the State of Delaware, and
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to keep the books of the Corporation outside of the State of Delaware at such
place or places as may from time to time be designated by the Board of
Directors.

SEVENTH. Subject to the rights of the holders of any class or series of
stock having a preference over the Common Stock as to dividends or upon
liquidation to elect additional Directors under specific circumstances, special
meetings of stockholders of the Corporation may be called only by the Chairman
of the Board of Directors and shall be promptly called by the Chairman or the
Secretary at the written request of a majority of the Board of Directors or the
holders of a majority of the outstanding Common Stock upon not fewer than ten
nor more than 60 days' written notice.

EIGHTH. SECTION 1. Number, Election and Terms of Directors. Subject to the
rights of the holders of any class or series of stock having a preference over
the Common Stock as to dividends or upon liquidation to elect additional
Directors under specific circumstances, the number of the Directors of the
Corporation shall be fixed from time to time by or pursuant to the By-Laws of
the Corporation. Each director shall hold office for one year after the time of
such director's election or until such director's successor is elected and
qualified at the succeeding annual meeting of stockholders of the Corporation or
until such director's earlier resignation or removal in accordance with the
General Corporation Law of the State of Delaware, this Certificate of
Incorporation and By-Laws.

SECTION 2. Stockholder Nomination of Director Candidates and Introduction
of Business. Advance notice of stockholder nominations for the election of
Directors and advance notice of business to be brought by stockholders before an
annual meeting shall be given in the manner provided in the By-Laws of the
Corporation.

SECTION 3. Newly Created Directorships and Vacancies. Except as otherwise
provided for or fixed pursuant to the provisions of Article Fourth of this
Certificate of Incorporation relating to the rights of the holders of any class
or series of stock having a preference over the Common Stock as to dividends or
upon liquidation to elect Directors under specified circumstances, newly created
directorships resulting from any increase in the number of Directors and any
vacancies on the Board of Directors resulting from death, resignation,
disqualification, removal or other cause shall be filled only by the affirmative
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vote of a majority of the remaining Dir<_~cors then in office, even though less
than a quorum of the Board of Directors. Any Director elected in accordance with
the preceding sentence shall hold office for the remainder of the full term of
the class of Directors in which the new directorship was created or the vacancy
occurred and until such Director's successor shall have been elected and
qualified. No decrease in the number of Directors constituting the Board of
Directors shall shorten the term of an incumbent Director.

SECTION 4. Removal. Subject to the rights of the holders of any class or
series of stock having a preference over the Common Stock as to dividends or
upon liquidation to elect additional Directors under specified circumstances,
any Director may be removed from office only by the affirmative vote of the
holders of at least !>0% of the combined voting power of the outstanding shares
of Voting Stock, voting together as a single class.

NINTH. [Deleted)
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TENTH. The Corporation reserves the right to amend, alter, change or repeal
any provision contained in this Certificate of Incorporation, including in a
Preferred Stock Designation, in the manner now or hereafter prescribed by
applicable law and this Certificate of Incorporation, including any applicable
Preferred Stock Designation, and all rights conferred upon stockholders herein
are created subject to this reservation.

ELEVENTH. A director of the Corporation shall not be liable to the
Corporation or its sbockholders for monetary damages for breach of fiduciary
duty as a director, except to the extent such exemption from liability or
limitation thereof is not permitted under the Delaware General Corporation Law
as the same exists or may hereafter be amended.

Any repeal or modification of the foregoing paragraph by the stockholders
of the Corporation shall not adversely affect any right or protection of a
director of the Corporation existing at the time of such repeal or modification.
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EXHIBIT 4.24

ASSUMPTION AGREEMENT

THIS ASSUMPTION AGREEMENT (the "Agreement"), dated as of August 14,
1996, is made and entered into by and among CHEMICAL LAND HOLDINGS, INC., a
Delaware corporation ("CLH") and MAXUS ENERGY CORPORATION, a Delaware
corporation ("Maxus").

RECITALS

A. Immediately prior to the execution, and delivery of this
Agreement, CLH has become a wholly-owned subsidiary of CLH Holdings, Inc., a
Delaware corporation..

B. The parties hereto desire to transfer certain assets and
liabilities related primarily to certain environmental matters, and the
management thereof, to CLH.

C. CLH is; willing to assume such liabilities and the management
thereof in consideration of, among other things, the assignment of certain
assets to CLH and the agreements to make certain capital commitments to CLH by
its stockholder and its parent companies pursuant to the Contribution Agreement.

AGREEMENTS

In consideration of the mutual undertakings and agreements contained
herein and in the Contribution Agreement, the parties covenant and agree as
follows:
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ARTICLE ONE

DEFINITIONS

The following terms have the meanings assigned:

"Administrative Proceeding" means any action taken by any Governmental
Authority pursuant to or under any Environmental Law, including, but not limited
to, any clean up, removal or remediation activity, notice of violation, notice
of deficiency, notice of potential liability, inspection, investigation, site
characterization, or any notice or directive given by such Governmental
Authority in connection with clean up, removal or remediation activity.

"Assigned Assets" is defined in Section 3.1 of this Agreement.

"Assumed Liabilities" is defined in Section 2.1 of this Agreement.
<PAGE>

"Contribution Agreement" shall mean that certain Contribution
Agreement dated an even date herewith by and among YPF Sociedad Anonima, YPF
International Ltd., YPF Holdings, Inc., CLH Holdings, Inc., Maxus and CLH.

"DSRM Agreement" means that certain Distribution Agreement dated as of
April 22, 1987 by and between Diamond Shamrock Corporation and Diamond Shamrock
R&M, Inc., as amended as of the date hereof.

"Effective Time" shall mean 12:01 a.m., Central Time, on August 1,
1996.

"Environmental Claim" means any claim, demand, liability (including
strict liability), loss, obligation, damage (whether for property damage,
natural resource damage or bodily injury and including depreciation of property
values and consequential, punitive and exemplary damages), cause of action,
judgment, civil penalty, payment, fine, cost and related expense (including, but
not limited to, reasonable expenses, costs and fees of attorneys, legal
assistants, consultants, contractors, experts and laboratories) arising out of
activities, or allegations of activities which (a) are associated with the
ownership, use cr operation of property at any time, including, but not limited
to, those related to any compliance, investigative, enforcement, cleanup,
removal, containment, remedial, response, cost recovery, contribution or other
private or governmental or regulatory action at any time threatened, instituted
or completed, which in any way is connected with any Hazardous Material, and (b)
(i) are in violation of any Environmental Law, (ii) constitute nuisance,
trespass or negligence in the creating and/or allowing to exist or remain, or
threatening to move, any Hazardous Material on, in, under or over any property,
(iii) result in the commencement of any Administrative Proceeding, or (iv) if
reported to a Governmental Authority would likely result in the commencement of
any Administrative Proceeding.

"Environmental Law" means any federal, state or local law, statute,
ordinance, code, rule, regulation, license, permit, authorization, decision,
order, injunction, requirement, decree or restriction, which pertains to health,
safety, environment, or natural resources, or any Hazardous Materials
(including, without limitation, the presence, use, handling, treatment,
recycling, transportation, production, disposal, release, discharge or storage
thereof), whether in effect presently, or prior to, or after the date hereof.
The term "Environmental Law" shall include, but not be limited to, the
Comprehensive Environmental Response, Compensation and Liability Act of 1980, 42
U.S.C. (S) 9601 et seq. ("CERCLA"), Resource Conservation and Recovery Act of

1976, as amended, 42 U.S.C. (3)6901 et seq. ("RCRA"), the Solid Waste Disposal

Act of 1976, 42 U.S.C. (S) 6901 et seq., those provisions of the Occupational

Safety and Health Act, 29 U.S.C. (S) 651 et seq. which pertain to environmental

matters, the Clean Air Act, 42 U.S.C. (S) 7401 et seq., the Federal Water

Pollution Control Act, 33 U.S.C. (S) 1251 et seq., the Toxic Substances Control

Act, 15 U.S.C. {S) 2:601 et seq., the Emergency Planning and Community Right to

Know Act of 1986, 42 U.S.C. (S) 1101 et seq and any similar law, regulation or

requirement of any Governmental Authority having jurisdiction over the subject
property, as such laws, regulations and requirements have been or may be amended
or supplemented.
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"Governmental Authority" means any federal, state or local government
or administrative or regulatory agency or commission or other such
instrumentality operating under any such governmental authority and exercising
competent jurisdiction.

"Hazardous Materials" means any chemical, material or substance
defined as or included in the definition of "hazardous substances," "hazardous
wastes," "hazardous materials," "extremely hazardous waste," "restricted
hazardous waste," or "toxic substances" or words of similar meaning and
regulatory effect.

"Indemnified Parties" is defined in Section 2.2 of this Agreement.

"Independent Director" is defined in Section 4.1(b) of this Agreement.

"Insurance Litigation" shall mean the action styled Diamond Shamrock
Chemicals Company v. Anglo French Insurance Company, Ltd., et al, Cause No. L-
01591-86 in the Superior Court of New Jersey, Morris County, and all claims
asserted or disposed of therein.

"Obligations" is defined in Section 2.1 of this Agreement.

"Retained Obligations" is defined in Section 2.3 of this Agreement.

"Stock Purchase Agreement" means that certain Stock Purchase Agreement
dated September 4, 1986 by and among Diamond Shamrock Corporation, Occidental
Petroleum Corporation, Occidental Chemical Holding Corporation and Oxy-Diamond
Alkali Corporation.

"YPF Affiliate" means (i) YPF Sociedad Anonima and (ii) any
corporation or other business entity in which YPF Sociedad Anonima owns
directly, or indirectly through one or more other YPF Affiliates, 50% or more of
the outstanding voting capital stock or equity capital of the entity, other than
CLH.

ARTICLE TWO

ASSUMPTION OF CERTAIN OBLIGATIONS

2.1 Assumption of Obligations by CLH. Subject to Section 5.1 hereof
and effective as of the Effective Time, CLH hereby assumes and undertakes to
pay, perform and discharge the debts, liabilities, obligations and commitments,
whether known or unknown, contingent or absolute or accrued or not accrued
(collectively, "Obligations") set forth below to the extent that Maxus or one of
its other subsidiaries (or any officer, director, employee, agent,
representative or controlling person of Maxus and its subsidiaries) is or may
become liable for such Obligations:

(a) any and all Obligations of Maxus under (i) Sections 8.19 and 8.21
of the Stock Purchase Agreement, (ii) Section 9.03 (a) of the Stock Purchase
Agreement, but
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only to the extent such Obligations either (A) relate to Indemnifiable
Losses (as defined in Section 9.03) relating to, resulting from or arising
out of the matters described in clauses (iii) or (iv) of such Section
9.03 (a) or (B) arise in connection with Indemnifiable Losses that relate
to, result from or arise out of an Environmental Claim, (iii) Article X of
the Stock Purchase Agreement or (iv) that certain action styled Occidental
Chemical Corporation and Henkel Corporation v. Maxus Energy Corporation
filed in the 6£ th Judicial District Court of Dallas County, Texas (Cause
No. 95-11776);

(b) any and all Obligations of Maxus or its subsidiaries arising out
of any Env:_ronmental Claim relating to or arising out of the ownership,
lease, operation or use of (i) any real property owned by CLH on or prior
to the date hereof, (ii) any of the Inactive Sites (as defined in the Stock
Purchase Agreenent), (iii) the former business and assets of Diamond
Shamrock Agricultural Chemicals division, and (iv) any of the sites or
matters identified, listed or described on Exhibit A hereto; and

(c) any other Obligations of Maxus or its consolidated subsidiaries
related to the Obligations described in clauses (a) and (b) hereof for
which amounts have been accrued as a liability reserve on the consolidated
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balance shejet cf Maxus as of Jul^ , 1996 prepared in accordance with
generally accepted accounting principles;

provided, however, that notwithstanding the foregoing, the Obligations assumed
by CLH pursuant to this Section 2.1 shall not include (i) Obligations
constituting Retained Obligations, (ii) Obligations to the extent of receipt by
Maxus or its other subsidiaries (other than CLH) of insurance proceeds or
amounts in settlement of insurance coverage in respect of the foregoing
Obligations or (iii) Obligations to the extent that Maxus or any of its
subsidiaries (other than CLH) receives payments in indemnification or
contribution in respect of the foregoing Obligations from any party other than
a YPF Affiliate. The Obligations assumed by CLH pursuant to this Section 2.1
are herein referred to as the "Assumed Liabilities."

2.2 Indemnification. Subject to Section 5.1 hereof and effective at
the Effective Time, CLH shall indemnify without duplication each of Maxus, its
other subsidiaries, and their respective directors, officers, employees,
stockholders, partners and agents (the "Indemnified Parties") against, and hold
the Indemnified Parties harmless from, any and all claims, demands, liabilities
(including strict liability), losses, obligations, damages (whether for property
damage, natural resource damage or bodily injury and including depreciation of
property values and consequential, punitive and exemplary damages), causes of
action, judgments, civil penalties, payments, fines, costs and related expenses
(including reasonable attorneys fees and expenses incurred in connection with
investigations cind settlements) resulting from or arising out of the Assumed
Liabilities. The indemnification provided by this Section 2.2 shall extend to
the benefit of the Indemnified Parties to the fullest extent permitted by law,
without regard to, or limitation by, the standard of conduct of any indemnified
Party or any other third party, including without limitation any act or omission
by any Indemnified E'arty that may constitute negligence or fraud.
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2.3 Retained Liabilities. Maxus agrees to retain and remain
responsible for all Obligations in respect of the following (collectively, the
"Retained Obligations"):

(a) all Obligations to third parties (other than parties to this
Agreement and the Stock Purchase Agreement) resulting from or arising out of
claims, demands, liabilities (including strict liability), losses, obligations,
damages (whether for property damage or bodily injury and including depreciation
of property values emd consequential, punitive and exemplary damages), causes of
action, judgments, civil penalties, payments, fines, costs and related expenses
(including reasonable attorneys fees and expenses incurred in connection with
investigations and settlements) based upon an assertion or allegation that a
manufactured product was defective or unreasonably dangerous or unsafe, or that
the manufacturer had failed to warn of defective, dangerous or unsafe
characteristics or potential consequences of improper use, handling, transport,
storage or disposal, of a product, regardless of whether such assertion or
allegation includes claims of injury or damages associated with environmental
contamination as a result of an alleged product defect;

(b) all Obligations incurred by Maxus and its subsidiaries relating
to the Insurance Litigation;

(c) all Obligations incurred by Maxus and its subsidiaries under
workers' compensation and other employer's liability laws; and

(d) all Obligations incurred directly in connection with operating
and/or plugging and abandoning the gas wells identified on Exhibit B hereto.
(Exhibit B also lists certain other matters for which Maxus retains
responsibility./

2.4 Waiver of Rights of Recovery. Maxus shall waive, and shall cause
its subsidiaries to waive, any and all rights of recovery, claims, actions and
causes of action against CLH, its officers, directors, stockholders, agents and
representatives that Maxus or its other subsidiaries may have to recover any
proceeds from insurcince policies or portion thereof covering the Obligations set
forth in clauses (a), (b) and (c) of Section 2.1 hereof, unless giving such
waiver would adversely affect the right to receive such payments from any
insurance carrier.

2.5 Reimbursement of Certain Costs and Expenses. Maxus shall
promptly reimburse CLH for any and all costs and expenses incurred and paid by
CLH with respect to any of the Obligations set forth in clauses (a), (b) and (c)
of Section 2.1 hereof in the event that such costs and expenses are determined
not to constitute Assumed Liabilities by reason of the proviso of Section 2.1 or
otherwise.
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ARTICLE III

TRANSFER OF CERTAIN ASSETS

3.1 Transfer of Certain Assets. Subject to Sections 3.5 and 5.1
hereof and effective as of the Effective Time, Maxus hereby agrees to grant,
bargain, convey, contribute, transfer, assign and deliver unto CLH all of the
rights, titles and interests of Maxus in and to the following (collectively, the
"Assigned Assets"):

(a) all benefits accruing to Maxus after the Effective Time under
Section 3.03 of the DSRM Agreement, except to the extent that such benefits
constitute or relate to the reimbursement of funds paid, received or advanced
from settlements or other disposition of the Insurance Litigation or Rosario et
al. v. Diamond Shamrock Corporation et al., Cause No. 687219-1, Superior Court,
Alameda County, California and related cases;

(b) all rights to insurance proceeds, and settlements of related
insured matters, to the extent such payments represent reimbursement of Assumed
Liabilities, excluding any payments by insurance carriers made in connection
with the settlement or other disposition of the Insurance Litigation (which
payments shall be retained by Maxus) but including the right to receive any
future payments made from insurance carriers under the terms of settlement of
the Insurance Litigation made in respect of the Cedartown, Georgia, Deer Park,
Texas, Muscle Shoals, Alabama, Belle, West Virginia and Castle Hayne, North
Carolina plant sites and any presently unknown sites;

(c) all rights of recovery, contribution, reimbursement, claims,
actions and causes of action against any party (including without limitation
Diamond Shamrock:, Inc., Occidental Chemical Corporation or any of their
affiliates or any insurance carrier) other than Maxus or its subsidiaries in
respect of the Assumed Liabilities, except for payments made to Maxus by any
third party in respect of same prior to the Effective Time (which payments shall
be retained by Maxus);

(d) all permits or licenses issued by, or agreements with, any
Governmental Authority, or any agreement with any party other than Maxus (other
than those agreements relating to the matters expressly excepted in clauses (b)
and (c) above), relating to the Assumed Liabilities and the assets of CLH and
necessary for the management or operation thereof); and

(e) all documents, studies, files, photographs, maps, charts and
other records relating to the Assumed Liabilities and the assets of CLH and the
management thereof or to CLH employees, provided that Maxus shall retain the
right to have reasonable access to such documents.

3.2 Instruments of Transfer; Further Assurances. Maxus covenants and
agrees to furnish in proper form (and if applicable, in suitable form for
recording) any other bills of sale,
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endorsements, assignments, certificates and other instruments of transfer and
conveyance as CLH shall reasonably deem necessary to vest in CLH such title to
the Assigned Assets hereof as Maxus may possess.

3.3 Transfers Requiring Consent. Maxus shall use its reasonable
efforts to obtain, or cause to be obtained, as promptly as practicable all
consents, if any, necessary to assign, transfer, convey or deliver the Assigned
Assets to CLH. Notwithstanding any other provision of this Agreement to the
contrary, this Agreement shall not constitute an agreement to transfer or
assign, or a transfer or assignment of, any contract right, agreement, license
or permit or document, if a transfer or assignment thereof without the consent
of any other party or parties thereto (other than Maxus or its affiliates)
required or necessary for such transfer or assignment would constitute a breach
thereof or in any way adversely affect the rights of Maxus thereunder (any such
assets are hereinafter referred to as "Non-Assignable Assets"). In order to
provide CLH with the utilization of every Non-Assignable Asset, unless and until
the necessary consent is obtained, Maxus shall take or cause to be taken, and
shall cause each of its subsidiaries (other than CLH) to take or cause to be
taken, all reasonable action in cooperation with CLH and do or cause to be done
all such things as it.ay be reasonably necessary and proper to: (a) hold in trust
for the benefit of CLH all Non-Assignable Assets and any consideration received
by Maxus with respect thereto, (b) preserve the material rights and obligations
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under the Non-Assignable Assets for ti /enefit of CLH, (c) facilitate the
receipt of any consideration to be received by Maxus or its other subsidiaries
with respect to any Non-Assignable Asset, and promptly pay or cause to be paid
to CLH any such consideration received by Maxus or its other subsidiaries, and
(d) make arrangements designed to provide to CLH the material benefits of each
Non-Assignable Asset, including without limitation the appointment of an
attorney-in-fact for CLH or subcontracting with CLH to effect a "pass-through"
of the material rights and obligations of Maxus and its other subsidiaries
thereunder. Notwithstanding the foregoing, Maxus shall not be obligated to take
any action to ensure that CLH will be allowed the use of, or access to, any
technology, whether protected by copyright, patent, license or otherwise, if
such action will require the expenditure of funds by Maxus or materially
adversely affect, the benefits or rights required to be retained by Maxus, unless
the parties agree otherwise.

3.4 Right of Collection and Endorsement. Should Maxus or any of its

subsidiaries (other than CLH) receive payment of any account receivable, note
receivable or other asset of CLH, it shall promptly remit or pay over, or cause
its subsidiaries to remit or pay over, such payment or other asset to CLH.
Should CLH receive payment of any account receivable, note receivable or other
asset of Maxus or any of its subsidiaries, it shall promptly remit or pay over
such payment or other asset to Maxus or the appropriate subsidiary.

3.5 Reassignment in the Event of Default by CLH. In the event that

CLH defaults in the payment of any Obligation that constitutes an Assumed
Liability, then, in addition to any other remedy available under this Agreement
or in law, CLH shall convey, assign and pay over to Maxus all rights and
payments set forth in clauses (a), (b) and (c) of Section 3.1 to the extent that
(i) such rights and payments are asserted or made after the date of default of
CLH and
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(ii) such rights and payments relate to the Obligation on which CLH defaulted.
Any payments made to Maxus pursuant to this Section 3.5 shall reduce and
mitigate the damages suffered by Maxus as a result of such default.

ARTICLE FOUR

CERTAIN COVENANTS

4.1 Management Responsibilities. In addition to the responsibilities
and management of the Obligations associated with the Assumed Liabilities, the
parties acknowledge and agree that as between them CLH shall have primary
responsibility for the management and handling after the Effective Time of the
business, legal and technical aspects of environmental matters associated with
(a) the alleged generation, handling, transportation, storage and disposal of
wastes from the former businesses, operations and properties of Diamond Shamrock
Chemicals Company, including its predecessors ("DSCC") or (b) the chemical
manufacturing operating practices of DSCC.

4.2 Access and Records. Each of Maxus and CLH will afford the other,
its officers, employees, agents and representatives reasonable access to its
documents, records, instruments and property to the extent such documents,
records, instrument:; and property are properly required in order for each to
fulfill its management or legally required duties. Each of Maxus and CLH will
cause documents, records and instruments to be retained if requested by the
other for legal or other proper reasons. Without limiting the foregoing, upon
reasonable request, Maxus, its officers, employees, agents and representatives
shall be permitted (a) to review the activities and books and records of CLH and
(b) if deemed necessary or appropriate by Maxus, to inspect CLH's property or
property being administered, remediated or maintained by CLH for the purpose of
complying with its legal and audit disclosure requirements. CLH shall not be
responsible for maintenance of records required under the Occupational Safety
and Health Act or medical or other records compiled and maintained on a
corporate-wide basis, and not uniquely for or related to the former business,
operations or property of DSCC or CLH and to the liabilities assumed by CLH
hereunder.

4.3 Mutu.al Covenants to Maintain Corporate Independence. It is the
intent of the parties to this Agreement that each of CLH and Maxus maintain
separate existence and independence and remain responsible for its own
respective business, assets and liabilities, except to the extent as expressly
provided in this Agreement, the Contribution Agreement and other written
agreements between the companies. In furtherance of such intent, Maxus and CLH
covenant and agree as follows:
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(a) The books of account of CLH shall be maintained separately from
those of Maxus and any other YPF Affiliate and other affiliates of Maxus. The
assets of CLH shall not be commingled with the assets of Maxus or any other YPF
Affiliate.

<PAGE>

(b) To the extent feasible, at least one member of the Board of
Directors of CLH shall be a person who is not also a director, officer or
employee of CLH, Maxus or any other YPF Affiliate (the "Independent Director").

(c) To the extent services are furnished to CLH by Maxus or any other
YPF Affiliate, or to Maxus or any other YPF Affiliate by CLH, such services
shall be provided under a services agreement between CLH and Maxus or such other
YPF Affiliate, as the case may be, which describes the services to be provided,
establishes compensation rates to be charged for such services at a rate
consistent with sound business practices and which provides for, among other
things, reimbursement of out-of-pocket expenses incurred in connection with
rendering such services.

(d) CLH shall have its own U.S. taxpayer identification number.

(e) CLH shall maintain bank accounts in its own name and utilize its
own letterhead for all correspondence.

(f) All agreements relating to the business of CLH shall be entered
into by it in its own name and executed on its behalf by one of its officers or
other authorized representative. CLH shall not grant a general power of
attorney to Maxus or any other YPF Affiliate or to any person who is an officer,
director or employee of Maxus or any other YPF Affiliate (other than a person
who is also an officer of CLH and who is granted such power of attorney by
reason of his office with CLH).

(g) CLH shall maintain all required corporate formalities as required
under Delaware law, including the maintenance of books and records and the
conduct of shareholders' and Board of Directors' meetings.

(h) CLH shall obtain in its own name any government permits which are
necessary or appropriate to conduct its business.

(i) Except as may be provided in any services agreement referred to
in Section 4.3(c), CLH shall not engage in any transaction with Maxus or any
other YPF Affiliate which is not related to the business and operations of CLH.
Any such transaction related to the business and operations of CLH engaged in by
CLH with Maxus or any other YPF Affiliate is and will be on an arms' length
basis and will be approved by a majority of CLH's directors, including, if a
person is so serving at the time, the Independent Director.

(j) Except to the extent set forth in this Agreement, CLH has not
agreed to assume any liabilities or other obligations of Maxus or any other YPF
Affiliate.

(k) Any transaction that affects the fundamental organization of CLH
(including, without limitation, any voluntary bankruptcy filing by CLH) shall
have the prior
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approval of a majority of CLH's directors, including, if one is serving on the
Board of Directors at such time, the Independent Director.

(1) CLH shall not hold itself out, or permit its officers, employees
or agents to hold themselves out, as employees or agents of Maxus or any other
YPF Affiliate, or as authorized to represent Maxus or any other YPF Affiliate
absent an express agreement granting such authority.

Nothing contained in this Section 4.3 shall prevent Maxus, YPF or any other YPF
Affiliate from issuing guarantees or providing other financial assurances to
third parties for ths benefit of CLH for the purpose of ensuring the performance
or payment of its obligations.

ARTICLE FIVE

GENERAL PROVISIONS

5.1 Conditions Precedent to Effectiveness of Assumption and Transfer.
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Notwithstanding anything to the contr.. herein, this Agreement shall not be
effective unless and until (i) the Contribution Agreement is executed and
delivered by all parties thereto and (ii) all of the issued and outstanding
capital stock of CLH is transferred and assigned to YPF Holdings (USA), Inc., a
Delaware corporation; provided, however, that this entire Agreement shall
terminate and cease to be of any force and effect if each of the events
described in clauses (i) and (ii) do not occur on or prior to August 31, 1996.

5.2 Further Assurances.

(a) Without further consideration, Maxus shall execute,
acknowledge and deliver, or cause its subsidiaries to execute, acknowledge
and deliver, all such further documents and instruments and shall do all
such further acts and things as may be necessary or useful in order to
fully and effectively carry out the purposes and intent of this Agreement.

(b) Without further consideration, CLH shall execute,
acknowledge and deliver all such further documents and instruments and
shall do all such further acts and things as may be necessary or useful in
order to fully and effectively carry out the purposes and intent of this
Agreement.

5.3 Successors and Assigns. This Agreement shall be binding upon and
inure to the benefit of the parties signatory hereto and their respective
successors and assigns.

5.4 No Third Party Rights. The provisions of this Agreement are
intended to bind the parties hereto as to each other and are not intended to and
do not create rights in any other person or confer upon any other person any
benefits, rights or remedies and no person is
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or is intended to be a third party beneficiary of any of the provisions of this
Agreement, except in respect of Section 2.2 hereof, the Indemnified Parties
expressly set forth therein.

5.5 Governing Law. This Agreement shall be governed by and construed
in accordance with the laws of the State of Texas, excluding any conflicts-of-
law rule or principle that might refer the construction or interpretation of
this Agreement to the laws of another state.

5.6 Counterparts. This Agreement may be executed in any number of
counterparts, each of which shall be deemed to be an original and all of which
shall constitute one and the same agreement.

5.7 Construction of Agreement. In construing this Agreement (i) no
consideration shall be given to the captions of the articles, sections,
subsections, or clauses, which are inserted for convenience in locating the
provisions of this Agreement and not as an aid in its construction and (ii) no
consideration shall be given to the fact, nor shall there be any presumption,
that one party had a greater or lesser hand in drafting this Agreement.

5.8 Severability. If any of the provisions of this Agreement are
held by any court of competent jurisdiction to contravene, or to be invalid
under, the laws of any political body having jurisdiction over the subject
matter hereof, such :ontravention or invalidity shall not invalidate the entire
Agreement. Instead, this Agreement shall be construed as if it did not contain
the particular provision or provisions held to be invalid, and an equitable
adjustment shall be made and necessary provision added so as to give effect to
the intention of the parties expressed in this Agreement at the time of
execution of this Agreement.

This Assumption Agreement is executed and delivered as of the date
first above written out effective as of the Effective Time.

CHEMICAL LAND HOLDINGS, INC.

By: /s/ M. M. Skaggs, Jr.

Name: M. M. Skaggs, Jr.

Title: President
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MAXUS ENERGY CORPORATION

By: /s/ W. Mark Miller

Name: W. Mark Miller

Title: Executive Vice President
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REVISED 8/14/96 CERTAIN MATTERS TO

BE HANDLED BY CLH-SPINOFF COMPANY

LIMITED PURPOSE—CLAIMS LISTING

<TABLE>
<CAPTION>

ID NAME

EXHIBIT A

SUBJECT OUT/CNSL

ENV:
101.1
102
105
106
107
108
109
109.1
110
111
111.1
111.2
112
112.1

113
114
115
116
117
118
119
120
121
122
123
124
128
129
130

132
133

134
135

</TABLE>
<PAGE>

Transtech v AiZ Septic, et al
Bayou Sorrell C-L-0-S-E-D
Lone Pine C-L-0-S-E-D
SCP/Carlstadt
Kingsville Twnship. Dump I-N-A-C-T-I-V-E
Duane Marine Salvage Corp. I-N-A-C-T-I-V-E
MOTCO C-L-0-S-E-D
Crofton v. Amoco, et al.
Ashtabula Plant
Carlstadt Plant
Velsicol v. Am Cy, et al.(re:Berry'sCreek)
Morton Int. v. Am Cy, et al. ( " )
Cedartown, Ga. Plant
Cedartown Municipal Landfill
Deer Park Plant
Delaware City Plant
Harrison Plant
Jersey City Plant
Muscle Shoals Plant
Painesville Chrome Site ("100 acres")
Mobile Plant
Sheridan Disposal Svcs. C-L-0-S-E-D
Princeton Plant C-L-0-S-E-D
Greens Bayou Plant
Painesville One-Acre Site
Bristol, PA I-N-A-C-T-I-V-E
Belle, W.Va. Plant
Strasburg Landfill
Tybcuts Corner Site (USA v ICI, et al.)

C-L-0-S-E-D
Galloway Pits/Arlngton Binding C-L-O-S-E-D
Blosenski Landfill (USA v

Blosenski, et al.) C-L-0-S-E-D
Castle Hayne Plant
Chem. & Minerals Reclam. C-L-0-S-E-D

Kin-Buc Lndfil.
Lndfil.Cleanup
Lndfil.Cleanup
Lndfil.Cleanup
Lndfil.Cleanup
Lndfil.Cleanup
Lndfil.Cleanup
BI & PD
Env. Contain.
Env. Contain.
Env.Contam.
Env.Contam.
Env.Contam.
Lndfil.Cleanup
Env.Contam.
Env.Contam.
Env.Contam.
Env.Contam.
Env.Contam.
Env.Contam.
Env.Contam.
Lndfil.Cleanup
Env.Contam.
Env.Contam.
Env.Contam.
Env.Contam.
Env.Contam.
Lndfil.Cleanup

Lndfil.Cleanup
Lndfil.Cleanup

Lndfil.Cleanup
Env.Contam.
Lndfil.Cleanup

M. Gordon

J. McNerney

J. Sasine

AiK

A&K

M. Gordon

M. Gordon

<TABLE>

136 & 136.1 Cortese Landfill (NY v SCA, et al.)
C-L-0-S-E-D

137 Fields Eirook Site
137.1 Gen-Corp. Inc. v DSCC, et al
137.2 Cabot Corp. v DSCC, et al.
137.3 OEPA Nat. Resource Damages

Lndfil.Cleanup M. Gordon

Env.Contam.
Env.Contam.
Env.Contam.
Env.Contam.
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138
139
139.1-

140
141
141.12
141.13
141.14
141.16
196
196.1
142
143
147
147.1-

Maxus
147.14

148
150
151
152
153
154
155
156
157
158
159
160

Fleitdngton Landfill C-L-0 J-D
French Limited Site
139.6 Various BI/PD claims C-L-0-S-E-D
Jadco-Hughes Site
Kearny (Hudson Co. Cr)
NJ Turnpike case
Kitsos case
PPG v Lawrence, et al
Metal Powder v Burnham v Oxy
Bent.ey case
Settle case
SCP/Newark Site C-L-O-S-E-D
Tuscaloosa Plant
Newark (80 Lister) Plant
147.13 (various claims/IHRAC case)

C-L-0-S-E-D
v USA (Newark contribution claim)

Passaic River

Sikes Pit C-L-0-S-E-D
Atlanta, ill. C-L-0-S-E-D
Maxey Flats Site
Nat'l. Presto (Eau Claire, Wis.) C-L-0-S-E-D
Summit Nat'l. Site C-L-O-S-E-D
Amer. Chem. Svcs. Site C-L-0-S-E-D
Painesville Works & Settling Ponds
Old Mill Site C-L-0-S-E-D
Chemical Control Site
Cross Bros. Site C-L-0-S-E-D
Conservation Chemical Site C-L-0-s-E-D
Liberty Waste Site (BI/PD Claims:

Barras v Exxon C-L-0-S-E-D
Hollisv Exxon C-L-O-S-E-D
Lowrey v Exxon C-L-0-S-E-D
Sanders v Exxon C-L-0-S-E-D
Chaplin C-L-0-S-E-D

160.1 Fred Adams v Exxon
</TABLE>
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<TABLE>

160.2 Baptiste v Exxon C-L-0-S-E-D
160.3 Dartez v Exxon

161 Dixie Caverns Landfill
162 Pulverizing Services Site
162.1 325 New Albany Assoc. v PPG, et al
163,163.1 Metcoa Site (USA v Pesses, et al.)
164 GBF/Pittsburg Landfill (Ca)
165-169 Five NY Landfills C-L-0-S-E-D
170 Delaware^ Sand & Gravel Site C-L-0-S-E-D

170.1 New Castle County c-L-O-S-E-D
170.2 US;A v Hercules, et al. C-L-0-S-E-D
170.3 Crossan claim C-L-0-S-E-D

171 Army Cre.ek Landfill
171.1 New Castle County demand
172 Syncon F;esin Site C-L-O-S-E-D
175 PJP Landfill (NJ v PJP, et al.)
176 USA v Lord (New Lyme Landfill)
176.1 State of Ohio v Aardvark
177 Fisher-Calo Site (In.) C-L-0-S-E-D
178 Metamorei Site (Mich.)
179 Powder River Crude C-L-0-S-E-D
181 IWC Sitf: (Ark) [DeSoto case] C-L-o-S-E-D
182 Redwood City Plant
180 Beecjer v Rohm and Haas, et al
183 Bay Area Drum Site (Ca)
184 Paddock Rd. (Cinn., Oh)
186 Davis Liquid Waste Site (USA v Davis)
188 Fiber Chem Site
189 Des Moines Barrell & Drum Site
190 Cammarata case (White Chem. Co.)
190.1 Rhone-I'oulenc case C-L-0-S-E-D

191 Rife v Agway, et al. (Sweden-3 site)
191.1 Shag v Agway, et al. ( " )
192 Reserve Env. v Detrex v DSCC, et al.
193 Huth Oil. Site C-L-O-S-E-D
195 Fuels and Chemicals Site C-L-O-S-E-D

Lndfil.Cleanup
Lndfil.Cleanup
BI & PD
Lndfil.Cleanup
Env.Contam.
Env.Contam.
Env.Contam.
Env.Contam.
Env.Contam.
Env.Contam.
Env.Contam.
Lndfil.Cleanup
Env.Contam.
Env.Contam.
BI & PD

Contrib.
Env.Contam.

Lndfil.Cleanup
Env.Contam.
Lndfil.Cleanup
Env.Contam.
Lndfil.Cleanup
Lndfil.Cleanup
Env.Contam.
Lndfil.Cleanup
Lndfil.Cleanup
Lndfil.Cleanup
Lndfil.Cleanup
BI & PD

BI & PD

BI & PD
BI & PD
Lndfil.Cleanup
Lndfil.Cleanup
PD & Env.Contam
Env.Contam.
Lndfil.Cleanup
Lndfil.Cleanup
Lndfil.Cleanup
Cost recovery
Cost recovery
BI (EPA worker)
Lndfil.Cleanup
Cost Recovery
Env.Contam.
Lndfil.Cleanup
Lndfil.Cleanup

n

Lndfil.Cleanup
Lndfil.Cleanup
Lndfil.Cleanup
Lndfil.Cleanup
Env.Contam.
PD&Env. Contain
Lndfil.Cleanup
Env.Contam.
Lndfil.Cleanup
Env.Contam
Lndfil.Cleanup
BI
Env.Contam.
BI & PD

Env.Contam.
Env.Contam.
Env.Contam.

Various
J. Bolger
J. Kosch
J. Kosch
M. Judge
J. Kosch
J. Kosch

C. Dinkins
W. McCarter

M. Gordon
C. Dinkins
A&K
Local

A&K

W. Conrad

W. Conrad

W. Conrad
W. Conrad

M. Gordon
B. Stauffer

R. Whetzel

J. Lynch
K. Kammer
K. Kammer

R. Tarr
J.Darrell
J. Armao

M. Gordon
L. Mills

D. Apy
D. Apy
(Oxy)
(Oxy)
(Oxy)



197
198
199
200
201
202

</TABLE>
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Marzone Site (Ga.)
Bay Drum Site (Fla.)
Bohaty D::um Site C-L-0-S-E-D
Chem-TroiL Site
Organic Chemical Site
Picillo Pig Farm (AmCy v 3M)

Rohm and Haas case

Lndfil.Cleanup
Lndfil.Cleanup
Lndfil.Cleanup
Lndfil.Cleanup
Env.Contain.
Lndfil.Cleanup
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M. Gordon

M. Gordon

<TABLE>

203 Uniroyal :3ite (Mag Plant)
204 GeothermaL, Inc. Site (Middletown)

State of NJ v Ace, e: al
Recluse Gas Plant
Oxy vs Maxus
Oxy v Maxus (Fields Brook Indemnity)
Neidenberg Claim (Cr./Lung Cancer)
Marco of Iota Site (Midgard)
Martin's Oil Country Tubulars Site (Midgard?)
Patterson Tubular (Patterson Trucking) Site (Midgard?)
</TABLE>
<PAGE>

PEVISED 8/14/96 CERTAIN MATTERS TO BE

RETAINED BY MAXUS FOLLOWING SPIN-OFF

Env.Contam.
Lndfil.Cleanup

Cost Recovery
Env.Contam.
Contract (Art.X)
Contract
Wrong/Death
Env. Contam.
Env. Contain.
Env. Contain.

EXHIBIT B

L. Kurzweil

L. Schreve

LIMITED PURPOSE—CLAIMS LISTING

<TABLE>
<CAPTION>

ID NAME SUBJECT OUT/CNSL RESP.CO.

ENV-.
103
104
126(incl,
127
173

174

185, 185
187
194
</TABLE>

McKe-2 Refinery
Three Rivers Refinery

126.1-126.10) Sigmor Stations C-L-0-S-E-D
Freddie Harris Site
Sacramento Savings v Natomas
C-L-0-S-E-D
NY v SDS (Suffolk County Dacthal)
Shorewood Water v SDS

1 Schwartzman/Barber v Chevron
McGinnis Waste Site (Whalen case)
American Zinc Site (Tx)

Env.Contam.
Env.Contam.
PD or Env.Contam.
Lndfil.Cleanup
Env.Contam.

Prod.Liab/Env.

Env.Contam
BI & PD
Env.Contam.

J. Darrell

ISK Sharing

RSM
R&M
R&M
R&M
Natomas/MXS

DSCC/ISK

R&M
R&M
MXS-E&P

<TABLE>

BON -ENV -NO. :
Borough of Park Ridge case
Florida v Southern Solvents
W. P. Ballard Co. claims
Pilgrim Enterprises claims
Hayhurst v Gateway
Gateway v Cyprus

Gateway Mine Reclamation/Bond
Old O&G Property (Wyo., Mont., etc.)

(Except as expressly assumed by CLH)
Hansford County
O&G wells
</TABLE>

The following wells are located in Lake County, Ohio:
Midgard Energy Company Well Nos . :
Fee -- C-l in Perry Township

C-6 in Painesville Township
C-9 in Painesville Township

Lease — C-4 in Painesville Township
C-5 in Painesville Township
C-12 in Painesville Township
C-13 in Painesville Township

Prod.Liab.
Prod.Liab.
Prod.Liab.
Prod.Liab.
PD
Contract Indemn.
Reclamation
Plug/Abandon/Contam.

Env.Contam.
Maint./Plug/Abandon

C. Tisdale
N. Batey
R. Gladstone
R. Gladstone
R. Gladstone

DSCC/OXY
DSCC/OXY(?)
DSCC/MXS
DSCC/OXY
GATEWAY/MXS
GATEWAY/MXS
GATEWAY/MXS
MXS-E&P

MXS-E&P
MXS-E&P



C-2 in Painesville ^wnship
CL-2A in Painesville Township
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<TABLE>

PROD.LIAB. BI CLAIMS:
Agent Orange Claims

Abarca v Adco, et al
Fuller v DOW, et al
Hickman v Mobil Oil, et al C-L-O-S-E-D
Kapetan v L-N-S, et al
Labombardo v Maxwell House, et al
Larson v PPG, et al
Mathena v DSCC, et ,al
Overstreet v Exxon, et al
Mattie Lee Powell claim
Ross v Conoco, et al (VCM)
Sabb v Hayward Pool, et al
Turner v Firestone, et al
Vassar, Jr. v Air Products, et al (VCM)
Woodward claim

BCME CLAIMS (from Redwood City Plant)
Rosario, et al.

PREMISES - ASBESTOS/OTHER
Allen/Hicks C-L-0-;5-E-D
Cleo Abbott v Appalachian Power
Stanley Abbott
Charles Abrams v ACtS
Ronnie Abrams v Appalachian Power
Lester Adams v Appalachian Power
Frank Adams v Amoco C-L-O-S-E-D
Allcorn v Amoco
Armstead v ACss
Bagley, et al
Bently v Shell
Borel v Texaco
Forrestier v ACSS
Jones v Clemtex
Doug King v DuPont
Russ King v DuPont
Conrad Korff
Taylor v AC&S
Wolfe v Monsanto
<:/TABLE>
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<TABLE>

OTHER:
Alvarez v. ISK
Insurance coverage case - DSCC v Anglo French
SDS Pension Plan dispute
Worker's Comp claims
Charles Koch v Shell Oil, et al.

<:/TABLE>
<:/TEXT>
<:/DOCUMENT >
<DOCUMENT>
<TYPE>EX-10.23
<SEQUENCE>4
<DESCRIPTION>STOCK APPRECIATION RIGHTS PLAN
<TEXT>

Prod.Liab.

Employer's Liab.

M. Gordon

R. Faulk

J. Rasnek

J. Kosch

B. Olsson

R. Burgess

J. Beeson

J. Beeson
J. Beeson

K. Wall

D. Ledyard

K. Wall
R. Faulk
B. Worthington

DSCC/MXS

DSCC/MXS

DSCC/MXS

DSCC/OXY
DSCC/MXS
DSCC/MXS
DSCC/OXY
DSCC/MXS

DSCC/MXS

DSCC/ISK
M. Tierney
Squire, Sanders

J. Jones DSCC/OXY
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EXHIBIT 10.23

AUGUST 30, 1996

MAXUS ENERGY CORPORATION
STOCK APPRECIATION RIGHTS PLAN

"PROBAC"
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1. ESTABLISHMENT AND PURPOSE

1.1 Establishment of the PLAN:

Maxus Energy Corporation ("Maxus" or the "Company") has established this
Stock Appreciation Rights Plan for selected officers and EMPLOYEES of the
Company ("PROBA3"). The terms and provisions applicable thereto are listed
hereinbelow.

1.2 Purpose:

The PROBAC is intended to promote the interests of Maxus and its
shareholders, by giving its top executive officers and other key EMPLOYEES,
an incentive in the long term to work toward the continued growth and
success of Maxus though the grants of stock appreciation rights ("SARs")
with respect to YPF Sociedad Anonima's, the owner of all or substantially
all of Maxus' common stock ("YPF"), common shares of stock. The Maxus
Board of Directors also contemplates that the grants of SARs under the
PROBAC will enhance Maxus' ability to attract and retain the highly skilled
individuals necessary for its continued growth and success.

2. DEFINITIONS

Whenever used fully capitalized herein, the following terms shall have the
specific meanings set forth below. The singular shall include the plural
and vice versa whenever the context shall so require, and references to the
masculine gender are for convenience and shall include the feminine gender.

BOARD shall mean Maxus' Board of Directors.

BONUS GUIDELINES shall mean the rules and figures included in the
COMMUNICATION LETTER that enable the calculation of the AWARD granted to
the PARTICIPANT under the PROBAC in the referenced PLAN YEAR and include
the GRANT DATE, the number of SARs granted and the INITIAL VALUE.

CAUSE shall mean the PARTICIPANT'S willful misconduct or gross negligence
which is materially and demonstrably injurious to Maxus.

COMMITTEE shall mean the Compensation Committee of the BOARD.
<PAGE>

COMMUNICATION LETTER shall mean the letter whereby the PARTICIPANT is
informed about :nis participation in the PLAN in a given PLAN YEAR and
wherein the BONJS GUIDELINES applicable thereto are set.

DISABILITY shall mean a mental or physical disability of a PARTICIPANT,
which is (i) permanent, and (ii) total or serious enough so as to prevent
the PARTICIPANT from performing his material duties (with or without
reasonable accommodation) as determined by a physician designated by Maxus.

EMPLOYEE shall mean any person working full time for Maxus not on an
independent contractor basis.

EXERCISE DATE shall mean the occasion on which, according to this PLAN, the
economic worth of a SAR previously granted to a PARTICIPANT is defined and
the said SAR is extinguished.

EXERCISE VALUE :5hall mean, with respect to a specific SAR, one SHARE'S
average closing price for the last ten business days prior to the EXERCISE
DATE of such SA:R during which the SHARE was listed.

GRANT shall mean the occasion upon which a SAR is granted to a PARTICIPANT.

GRANT DATE shall mean the grant date specified in the COMMUNICATION LETTER.

INITIAL VALUE shall mean, with respect to a specific SAR, one SHARE'S
average closing price for the last ten business days prior to the GRANT
DATE of such SAX during which the SHARE was listed. In cases of the
EXERCISE VALUE .and the INITIAL VALUE the value shall be made with reference
to the closing prices published in the New York Stock Exchange Composite
Report, failing which, it shall be made according to the same data
published in another specialized publication.

PARTICIPANT shall mean upon his participation in the PROBAC in a given PLAN
YEAR, those officers and EMPLOYEES of Maxus selected by the President to
receive GRANTS of SARs under the PLAN.
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PLAN shall mean this PROBAC, including any amendments thereto.

PLAN YEAR shall mean a calendar year under the PROBAC beginning on or after
January 1, 1996. (It is understood that the first PLAN YEAR will be a
partial calendar year which begins on the date this PLAN is established and
ends on December 31, 1996.)

PRESIDENT shall mean the President and Chief Executive Officer of Maxus.
<PAGE>

RETIREMENT shall mean the TERMINATION OF EMPLOYMENT (when no CAUSE exists)
decided by the PARTICIPANT (i) on or after reaching the age of 62, or (ii)
between the age of 55 and 62, with the consent of the BOARD.

SAR shall mean each of the stock appreciation rights granted to a
PARTICIPANT under the PROBAC.

SHARES shall mean YPF's Class "D" shares, par value of 510 pesos each.

SPREAD shall mean any excess, if any of (i) the EXERCISE VALUE
corresponding to the exercised SAR over (ii) the INITIAL VALUE
corresponding tD said SAR, except when the SPREAD on any EXERCISE DATE
shall exceed 100% of the INITIAL VALUE corresponding to the relevant SAR,
in which case tfte SPREAD shall be deemed to equal 100% of the said INITIAL
VALUE.

TERMINATION FOR CAUSE shall mean the decision made by the competent
corporate managsment authority, on the basis of the existence of CAUSE, to
terminate the PARTICIPANT'S employment at Maxus or its affiliates.

TERMINATION OF EMPLOYMENT shall mean the PARTICIPANT'S departure from his
employment at Maxus, including its affiliates.

3. PARTICIPATION

Only the PRESIDENT, if approved by the BOARD or COMMITTEE, and such
EMPLOYEES as are appointed by the PRESIDENT will be PARTICIPANTS under the
PROBAC for that PLAN YEAR. An EMPLOYEE'S participation in the PROBAC in a
given PLAN YEAR shall not entitle the EMPLOYEE to participate in the PROBAC
in future PLAN YEARS nor to claim any other compensation whatsoever or
other consequence for his exclusion.

4. AWARD GRANTS

4.1 Procedure:

As soon as reasonably practicable before or after the beginning of each
PLAN YEAR, the 130ARD or COMMITTEE, in the case of the PRESIDENT, and the
PRESIDENT, in the case of all other PARTICIPANTS, shall consider the SARs
to be granted to PARTICIPANTS. Should the GRANTS be decided, the
PARTICIPANTS shall be informed of their respective GRANTS in a written
communication signed by the PRESIDENT or other appropriate person. The
said COMMUNICATION LETTER shall embody the BONUS GUIDELINES corresponding
to the PARTICIPANT and will be accompanied or preceded by a copy of the
PLAN and/or a prospectus relating thereto. In order to perfect the GRANT,
the PARTICIPANT shall return an executed copy of the COMMUNICATION LETTER.

To the extent a:i may be required by Maxus1 By-Laws, GRANTS shall be subject
to the approval of the BOARD or COMMITTEE. Further, no PARTICIPANT shall

<PAGE>

be entitled to any SARs that are required to be registered under U.S. or
Argentine securities laws (or payments in respect of any such SARs) unless
such SARs have been so registered. Nothing in this PLAN shall require
Maxus to register such SARs.

4.2 Description of the Benefit:

The benefit conferred under PROBAC is the right of a PARTICIPANT to receive
from Maxus on each EXERCISE DATE an amount in cash equivalent to the
SPREAD, if any, multiplied by the number of SARs granted to that
PARTICIPANT deemed exercised on such occasion.

4.3 Terms and Conditions of the SARs:
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Subject to the provisions of Sect 5 below, the SARs granted on a
specific GRANT DATE shall be automatically exercised as follows: (i) on
the third anniversary of that GRANT DATE, one-third of the SARs granted on
said GRANT DATE shall be deemed automatically exercised and will be
immediately paid in cash by Maxus to the PARTICIPANT, such one-third
portion to be thereafter terminated, (ii) on the fourth anniversary of that
GRANT DATE, one-third of the SARs granted on said GRANT DATE will be deemed
automatically exercised and will be immediately paid in cash by Maxus to
the PARTICIPANT, such one-third portion to be thereafter terminated, and
(iii) on the fifth anniversary of that GRANT DATE, the remaining SARs
granted on said GRANT DATE will be deemed automatically exercised and will
be immediately paid in cash by Maxus to the PARTICIPANT, such remaining
portion to be thereafter terminated. Nothing in the PLAN is intended to or
shall be construed to entitle any PARTICIPANT to any SHARES. If the SPREAD
as to any such SARs is not positive on such an anniversary, no payment
shall be due with respect to the SARs deemed exercised on the applicable
anniversary.

4.4 Forfeiture of SARs:

If, at the date of automatic exercise of a SAR., according to Subsection
4.3, 5.2 or 6.1, the applicable SPREAD is not positive, the applicable
portion of said SAR shall be deemed to have been canceled and to have
expired immediately prior to said date, there being no entitlement to nor
payment in favor of the PARTICIPANT, nor any liability on the part of Maxus
or any other party as concerns said PARTICIPANT, with respect to such
canceled portion of said SARs.

5. TERMINATION OF EMPLOYMENT

5.1 TERMINATION OF EMPLOYMENT due to DISABILITY, Death, RETIREMENT or

Involuntary Termination:

In case of TERMINATION OF EMPLOYMENT (i) due to the PARTICIPANT'S
RETIREMENT, DISABILITY or death or (ii) by a decision made by Maxus'
competent management authority, grounded on any reason other than CAUSE,
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all SARs granted to the PARTICIPANT and not exercised at the date of such
TERMINATION OF EMPLOYMENT shall be deemed automatically exercised and
canceled in full and if the SPREAD is positive, will be immediately paid by
Maxus to the PARTICIPANT. If the SPREAD as to such SAR is not positive on
said date, no payment shall be due with respect to such SAR.

5.2 Other Reasons for TERMINATION:

Should the TERMINATION OF EMPLOYMENT occur as a consequence of TERMINATION
FOR CAUSE or of a voluntary decision made by the PARTICIPANT, other than
his RETIREMENT, DISABILITY or death and should the provisions of Subsection
5.1 not apply, all SARs granted to the PARTICIPANT not yet exercised at the
date of such TERMINATION OF EMPLOYMENT shall be forfeited as concerns the
PARTICIPANT and will be rendered fully void upon such TERMINATION OF
EMPLOYMENT, without payment to the PARTICIPANT.

6. OTHER PROVISIONS

6.1 Plan Termination:

The PROBAC shall continue in force until terminated by the BOARD. All SARs
granted but not exercised at the date of such termination shall be deemed
automatically and fully exercised and canceled as of said date and if the
SPREAD is positive, will be immediately paid by Maxus to the PARTICIPANT,
and as to any such SAR for which the SPREAD is not positive on such date,
no payment shall be due.

6.2 Plan Amendment:

The BOARD may, in its sole discretion, amend the PLAN in whole or in part
at any time, except that no amendment may adversely alter the rights of the
PARTICIPANTS with respect to the SARs granted but not yet exercised as of
the date of such amendment.

6.3 Governing Law:
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The PROBAC shal1 be construed in accordance with and governed by the laws
of Texas.

6.4 Withholding Taxes:

Maxus shall deduct from all payments under the PROBAC any withholding taxes
and/or any other tax (including FICA) required by law to be withheld with
respect to any such payments.

6.5 Removal:

<PAGE>

No provision of this PROBAC shall interfere with, or limit in any way the
right of Maxus to terminate with or without CAUSE the work relationship it
has with any PARTICIPANT, or be construed to constitute a contract of
employment with any PARTICIPANT or to employ a PARTICIPANT in any
particular position or for any particular period.

6.6 Nontransferability :

No right or interest of any PARTICIPANT under a SAR or this PROBAC may be
assigned or tremsferred, pledged or encumbered in any manner. Any attempt
to assign, transfer, pledge or encumber any such right or interest shall
not be effective as to, enforceable against or recognized by Maxus.

6.7 Adjustment to SARs:

In the event that at any time after the effective date of the PROBAC, the
SHARES then outstanding are changed into or exchanged for a different
number or kind of shares or other securities of YPF by reason of merger,
consolidation, recapitalization, reorganization, reclassification, stock
split, stock dividends, combination of shares, capital increase or
reduction, change in the par value of the SHARES or the like, or if the
market value per SHARE is subject to a technical adjustment as a result of
such event or us a result of a dividend distribution or other distribution
made with respect to the SHARES, the BOARD may make an appropriate and
equitable adjustment in the number and/or INITIAL VALUE of all SARs
outstanding in order to prevent the reduction or enlargement of a
PARTICIPANT'S benefits under a SAR as in effect immediately prior to such
event. Ali decisions of the BOARD concerning such adjustments, or the lack
of them, shall be final and binding for all PARTICIPANTS, Maxus and all
other interested parties.

7. ADMINISTRATION OF THE PLAN

7.1 Administration and Interpretation:

The PROBAC shall be administered by the BOARD. Subject to the provisions
of the PROBAC, the BOARD shall construe the PLAN and all GRANTS thereunder,
shall draft any rules it may deem necesary for the proper administration
thereof, shall make other determinations necessary or advisable for the
administration of the PLAN and shall correct any defect or supply any
omission and reconcile any inconsistency in the PLAN or in any right
granted thereunder, in the manner and to the extent that the BOARD deems
desirable to effectuate the PROBAC. Any action taken or determination made
pursuant to the PROBAC shall be final and conclusive on all parties. A
PARTICIPANT'S acceptance of a grant of SARs and participation under the
PROBAC shall imply his full acceptance of the PLAN and BONUS GUIDELINES, as
well as his acknowledgment of the binding and conclusive nature of the
determinations made by the BOARD.

<PAGE>

7.2 Acceptance of Corporate Action:

A PARTICIPANT :>hall have no right, by the mere fact of this participation
in the PROBAC, to object to YPF's or Maxus' balance sheet, nor to question
or oppose any corporate action by YPF or Maxus, notwithstanding its effect,
if any, on the EXERCISE VALUE or market value of the SHARES or other
ensuing consequences.

7.3 No Claims:
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Without limiting Maxus' rights under Subjections 6.1 and 6.2 the
termination or amendment of the PLAN shall give no right to any claim or
compensaiton whatsoever on the part of any PARTICIPANT other than as
specifically set forth herein or in a grant of a SAR.

7.4 References

All references to Sections or Subsections shall be deemed as references to
Sections or Subsections here in unless otherwise expressly provided for.

'/.5 Captions:

All captions in this PLAN are used merely for illustrative purposes and
shall not be taken into account in the construction thereof.
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EXHIBIT 21.1

ORGANIZATIONAL LIST OF SUBSIDIARIES,
MAXUS ENERGY CORPORATION

MAXUS ENERGY CORPORATION
Diamond Shamrock Europe Limited
Maxus Gas Marketing Company
Maxus Indonesia, Inc.

Maxus Northwest Java, Inc.
YPF Java Baratlaut B.V.

Maxus Southeast Sumatra Inc.
YPF Sumatera Tenggara B.V.

Maxus Offshore Exploration Company
Maxus (U.S.) Exploration Company
Wheeling Gateway Coal Company (Partner of Gateway Coal Company)
MAXUS INTERNATIONAL ENERGY COMPANY

Diamond Shamrock China Petroleum Limited
Maxus Aru Inc.
Maxus Bulgaria, Inc.
Maxus China (C.I.) Ltd.
Maxus Colombia, Inc.
Maxus Energy Global B.V.
Maxus Energy Trading Company
Maxus Fifi Zaitun, Inc.
Maxus International Services Company
Maxus Southeast Asia New Ventures, Inc.
Maxus Spain, Inc.
Maxus Tunisia Inc.
YPF Ecuador, Inc.

MIDGARD ENERGY COMPANY
MAXUS CORPORATE COMPANY

Diamond Gateway Coal Company (Partner of Gateway Coal Company)
Diamond Shamrock Venezolana, S.A.
Greenstone Assurance Ltd.
Leon Properties, Inc. (d/b/a Riverside Farms)
Maxus Realty Company
V.E.P. Corporation

PARTNERSHIP
Gateway Coal Company
</TEXT>
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<:DOCUMENT>
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EXHIBIT 23..

CONSENT OF INDEPENDENT ACCOUNTANTS

As independent public accountants, we hereby consent to the incorporation of our
report included in this Form 10-K, into the Company's previously filed
Registration Statement on Form S-8 (No. 33-55938), as amended.

/s/ Arthur Andersen 1LP

ARTHUR ANDERSEN LLP

Dallas, Texas
March 20, 1997
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EXHIBIT 23.2

CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by reference in the Registration
Statement on Form S-8 (No. 33-55938) of Maxus Energy Corporation of our report
dated February 28, 1995 appearing on page F-26 of this Annual Report on Form
10-K.

/s/ Price Waterhouse LLP

PRICE WATERHOUSE LLP

Dallas, Texas
March 20, 1997
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EXHIBIT 24.1

POWER OF ATTORNEY

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS

That the undersigned hereby constitutes and appoints Lynne P. Ciuba, H. R.
Smith and David A. Hadsworth, and each of them, her true and lawful attorney or
attorneys-in-fact with full power of substitution and resubstitution, for her
and in her name, place and stead, to sign on her behalf as a director or
officer, or both, as the case may be, of Maxus Energy Corporation (the
"Corporation"), the Corporation's Form 10-K Annual Report pursuant to Section 13
of the Securities Exchange Act of 1934, as amended, for fiscal year ended
December 31, 1996, and to sign any or all amendments to such Form 10-K, and to
file the same, with all exhibits thereto, and other documents in connection
therewith, with the Securities and Exchange Commission, granting unto said
attorney or attorneys-in-fact, and to each of them, full power and authority to
do and perform each and every act and thing requisite and necessary to be done
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in and about the premises, as fully to ~1 intents and purposes as she might or
could do in person, hereby ratifying and confirming all that said attorney or
attorneys-in-fact or any of them or their substitute or substitutes may lawfully
clo or cause to be done by virtue hereof.

January 7 , 1997

/s/ Charles L. Blackburn

Charles L. Blackburn
<PAGE>

EXHIBIT 24.1

POWER OF ATTORNEY

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS

That the undersigned hereby constitutes and appoints Lynne P. Ciuba, H. R.
Smith and David A. Wadsworth, and each of them, his true and lawful attorney or
attorneys-in-fact with full power of substitution and resubstitution, for him
and in his name, place and stead, to sign on his behalf as a director or
officer, or both, as the case may be, of Maxus Energy Corporation (the
"Corporation"), the Corporation's Form 10-K Annual Report pursuant to Section 13
of the Securities Exchange Act of 1934, as amended, for fiscal year ended
December 31, 1996, and to sign any or all amendments to such Form 10-K, and to
file the same, with all exhibits thereto, and other documents in connection
therewith, with the Securities and Exchange Commission, granting unto said
attorney or attorneys-in-fact, and to each of them, full power and authority to
do and perform each and every act and thing requisite and necessary to be done
in and about the premises, as fully to all intents and purposes as he might or
could do in person, hereby ratifying and confirming all that said attorney or
attorneys-in-fact or any of them or their substitute or substitutes may lawfully
do or cause to be done by virtue hereof.

January 13 , 1997

/s/ Cedric Bridger

Cedric Bridger
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EXHIBIT 24.1

POWER OF ATTORNEY

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS

That the undersigned hereby constitutes and appoints Lynne P. Ciuba, H. R.
Smith and David A. Kadsworth, and each of them, his true and lawful attorney or
attorneys-in-fact with full power of substitution and resubstitution, for him
and in his name, place and stead, to sign on his behalf as a director or
officer, or both, as the case may be, of Maxus Energy Corporation (the
"Corporation"), the Corporation's Form 10-K Annual Report pursuant to Section 13
of the Securities Exchange Act of 1934, as amended, for fiscal year ended
December 31, 1996, ond to sign any or all amendments to such Form 10-K, and to
file the same, with all exhibits thereto, and other documents in connection
therewith, with the Securities and Exchange Commission, granting unto said
attorney or attorneys-in-fact, and to each of them, full power and authority to
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do and perform each .and every act and .ng requisite and necessary to be done
in and about the premises, as fully to all intents and purposes as he might or
could do in person, hereby ratifying and confirming all that said attorney or
attorneys-in-fact or any of them or their substitute or substitutes may lawfully
do or cause to be do:ie by virtue hereof.

January 2 , 1997

/s/ Linda R. Engelbrecht

Linda R. Engelbrecht
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EXHIBIT 24.1

POWER OF ATTORNEY

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS

That the undersigned hereby constitutes and appoints Lynne P. Ciuba, H. R.
Smith and David A. Wadsworth, and each of them, his true and lawful attorney or
attorneys-in-fact with full power of substitution and resubstitution, for him
and in his name, pla;e and stead, to sign on his behalf as a director or
officer, or both, as the case may be, of Maxus Energy Corporation (the
"Corporation"), the Corporation's Form 10-K Annual Report pursuant to Section 13
of the Securities Exchange Act of 1934, as amended, for fiscal year ended
December 31, 1996, and to sign any or all amendments to such Form 10-K, and to
file the same, with all exhibits thereto, and other documents in connection
therewith, with the Securities and Exchange Commission, granting unto said
attorney or attorneys-in-fact, and to each of them, full power and authority to
do and perform each and every act and thing requisite and necessary to be done
in and about the premises, as fully to all intents and purposes as he might or
could do in person, hereby ratifying and confirming all that said attorney or
attorneys-in-fact or any of them or their substitute or substitutes may lawfully
do or cause to be done by virtue hereof.

January 1, 1997

I at George L. Jackson

George L. Jackson
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EXHIBIT 24.1

POWER OF ATTORNEY

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS

That the undersigned hereby constitutes and appoints Lynne P. Ciuba, H. R.
Smith and David A. Wadsworth, and each of them, his true and lawful attorney or
attorneys-in-fact with full power of substitution and resubstitution, for him
and in his name, place and stead, to sign on his behalf as a director or
officer, or both, as the case may be, of Maxus Energy Corporation (the
"Corporation"), the Corporation's Form 10-K Annual Report pursuant to Section 13
of the Securities Exchange Act of 1934, as amended, for fiscal year ended
December 31, 1996, and to sign any or all amendments to such Form 10-K, and to
file the same, with all exhibits thereto, and other documents in connection
therewith, with the Securities and Exchange Commission, granting unto said
attorney or attorneys-in-fact, and to each of them, full power and authority to
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do and perform each and every act and .ng requisite and necessary to be done
in and about the premises, as fully to all intents and purposes as he might or
could do in person, hereby ratifying and confirming all that said attorney or
attorneys-in-fact o\- any of them or their substitute or substitutes may lawfully
do or cause to be done by virtue hereof.

January 13 , 1:397

/s/ Nells Leon

Nells Leon
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EXHIBIT 24.1

POWER OF ATTORNEY

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS

That each undersigned hereby constitutes and appoints Lynne P. Ciuba, H. R.
Smith and David A. Wadsworth, and each of them, his true and lawful attorney or
attorneys-in-fact with full power of substitution and resubstitution, for him
and in his name, plcice and stead, to sign on his behalf as a director or
officer, or both, as: the case may be, of Maxus Energy Corporation (the
"Corporation"), the Corporation's Form 10-K Annual Report pursuant to Section 13
of the Securities Exchange Act of 1934, as amended, for fiscal year ended
December 31, 1996, cind to sign any or all amendments to such Form 10-K, and to
file the same, with all exhibits thereto, and other documents in connection
therewith, with the Securities and Exchange Commission, granting unto said
attorney or attorneys-in-fact, and to each of them, full power and authority to
do and perform each and every act and thing requisite and necessary to be done
in and about the premises, as fully to all intents and purposes as he might or
could do in person, hereby ratifying and confirming all that said attorney or
attorneys-in-fact or any of them or their substitute or substitutes may lawfully
do or cause to be done by virtue hereof.

January 15 , 1997

/s/ James R. Lesch

James R. Lesch

EXHIBIT 24.1

POWER OF ATTORNEY

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS

That the undersigned hereby constitutes and appoints Lynne P. Ciuba, H. R.
Smith and David A. Hadsworth, and each of them, his true and lawful attorney or
attorneys-in-fact with full power of substitution and resubstitution, for him
and in his name, place and stead, to sign on his behalf as a director or
officer, or both, as the case may be, of Maxus Energy Corporation (the
"Corporation"), the Corporation's Form 10-K Annual Report pursuant to Section 13
of the Securities Exchange Act of 1934, as amended, for fiscal year ended
December 31, 1996, and to sign any or all amendments to such Form 10-K, and to
file the same, with all exhibits thereto, and other documents in connection
therewith, with the Securities and Exchange Commission, granting unto said
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attorney or attorneys-in-fact, and to -h of them, full power and authority to
do and perform each and every act and thing requisite and necessary to be done
in and about the premises, as fully to all intents and purposes as he might or
could do in person, hereby ratifying and confirming all that said attorney or
attorneys-in-fact or any of them or their substitute or substitutes may lawfully
do or cause to be done by virtue hereof.

January 27 , 1997

/s/ W. Mark Miller

W. Mark Miller
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EXHIBIT 24.1

POWER OF ATTORNEY

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS

That the undersigned hereby constitutes and appoints Lynne P. Ciuba, H. R.
Smith and David A. Wadsworth, and each of them, his true and lawful attorney or
attorneys-in-fact with full power of substitution and resubstitution, for him
and in his name, plcice and stead, to sign on his behalf as a director or
officer, or both, as; the case may be, of Maxus Energy Corporation (the
"Corporation"), the Corporation's Form 10-K Annual Report pursuant to Section 13
of the Securititss Exchange Act of 1934, as amended, for fiscal year ended
December 31, 1996, and to sign any or all amendments to such Form 10-K, and to
file the same, with all exhibits thereto, and other documents in connection
therewith, with the Securities and Exchange Commission, granting unto said
attorney or attorneys-in-fact, and to each of them, full power and authority to
do and perform each and every act and thing requisite and necessary to be done
in and about the premises, as fully to all intents and purposes as he might or
could do in person, hereby ratifying and confirming all that said attorney or
attorneys-in-fact or any of them or their substitute or substitutes may lawfully
do or cause to be done by virtue hereof.

January 2 , 19?i7

/s/ Roberto Monti

Roberto Monti
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EXHIBIT 24.1

POWER OF ATTORNEY

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS

That the undersigned hereby constitutes and appoints Lynne P. Ciuba, H. R.
Smith and David A. Hadsworth, and each of them, his true and lawful attorney or
attorneys-in-fact wi.th full power of substitution and resubstitution, for him
and in his name, place and stead, to sign on his behalf as a director or
officer, or both, as the case may be, of Maxus Energy Corporation (the
"Corporation"), the Corporation's Form 10-K Annual Report pursuant to Section 13
of the Securities Exchange Act of 1934, as amended, for fiscal year ended
December 31, 1996, and to sign any or all amendments to such Form 10-K, and to
file the same, with all exhibits thereto, and other documents in connection
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therewith, with the Securities and Exc _ige Commission, granting unto said
attorney or attorneys-in-fact, and to each of them, full power and authority to
do and perform each and every act and thing requisite and necessary to be done
in and about the premises, as fully to all intents and purposes as he might or
could do in person, hereby ratifying and confirming all that said attorney or
attorneys-in-fact or any of them or their substitute or substitutes may lawfully
do or cause to be done by virtue hereof.

January 1 , 19517

/s/ P. Dexter Peacock

P. Dexter Peacock
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EXHIBIT 24.1

POWER OF ATTORNEY

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS

That the undersigned hereby constitutes and appoints Lynne P. Ciuba, H. R.
Smith and David A. Vi'adsworth, and each of them, his true and lawful attorney or
attorneys-in-fact with full power of substitution and resubstitution, for him
and in his name, pla.ce and stead, to sign on his behalf as a director or
officer, or both, as the case may be, of Maxus Energy Corporation (the
"Corporation"), the Corporation's Form 10-K Annual Report pursuant to Section 13
of the Securities Exchange Act of 1934, as amended, for fiscal year ended
December 31, 1996, and to sign any or all amendments to such Form 10-K, and to
file the same, with all exhibits thereto, and other documents in connection
therewith, with the Securities and Exchange Commission, granting unto said
attorney or attorneys-in-fact, and to each of them, full power and authority to
do and perform each and every act and thing requisite and necessary to be done
in and about the premises, as fully to all intents and purposes as he might or
could do in person, hereby ratifying and confirming all that said attorney or
attorneys-in-fact 01 any of them or their substitute or substitutes may lawfully
do or cause to be dene by virtue hereof.

January 11 , 1897

/s/ R. A. Walker

R. A. Walker
</TEXT>
</DOCOMENT>
<DOCUMENT>
<TYPE>EX-24.2
<SEQUENCE>9
<DESCRIPTION>POWER CF ATTORNEY
•CTEXT>
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EXHIBIT 24.2

POWER OF ATTORNEY

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS

That the undersigned, Maxus Energy Corporation, hereby constitutes and
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appoints Lynne P. Ciuba, H. R. Smith a David A. Wadsworth, and each of them
the true and lawful attorney or attorneys-in-fact with full power of
substitution and resubstitution, to sign on the Corporation's behalf the Form
10-K Annual Report of the Corporation, pursuant to Section 13 of the Securities
Exchange Act of 1934, as amended, for fiscal year ended December 31, 1996, and
to sign any or all amendments to such Form 10-K, and to file the same, with all
exhibits thereto, and other documents in connection therewith, with the
Securities and Exchange Commission, granting unto said attorney or attorneys-in-
fact, and to each of them, full power and authority to do and perform each and
every act and thing requisite and necessary to be done in and about the
premises, as fully to all intents and purposes as he might or could do in
person, hereby ratifying and confirming all that said attorney or attorneys-in-
fact or any of them or their substitute or substitutes may lawfully do or cause
to be done by virtue hereof.

MAXUS ENERGY CORPORATION

/s/Roberto Monti

Roberto Monti
President and Chief Executive
Officer

January 2 , 1997

</TEXT>
</DOCUMENT>
<DOCUMENT>
<TYPE>EX-27.1
<SEQUENCE>10
<DESCRIPTION>FINANCIAL DATA SCHEDULE
<TEXT>

<:TABLE> <S> <C>

<PAGE>
<ARTICLE> 5
<MULTIPLIER> 1,000,000

<:PERIOD-TYPE> 12-MOS
<FISCAL-YEAR-END> DEC-31-1996
<PERIOD-END> DEC-31-1996
<CASH> 29
<SECURITIES> 0
<RECEIVABLES> 199
<: ALLOWANCES > 1
<INVENTORY> 26
<CURRENT-ASSETS> 315
<PPiE> 2,022
<DEPRECIATION> 299
<TOTAL-ASSETS> 2,457
<CURRENT-LIABILITIES> 355
<: BONDS > 1,217
<PREFERRED-MANDArORY> 63
<PREFERRED> 58
<COMMON> 147
<:OTHER-SE> (56)
<TOTAL-LIABILITY-AND-EQUITY> 2,457
<SALES> 716
<: TOTAL-REVENUES > 738
<CGS> 276
<TOTAL-COSTS> 494
<OTHER-EXPENSES> 11
<LOSS-PROVISION> 0
<INTEREST-EXPENSE> 135
<INCOME-PRETAX> 98
<INCOME-TAX> 78
<:INCOME-CONTINOING> 20
<DISCONTINUED> 0
<EXTRAORDINARY> (5)
<CHANGES> 0
<NET-INCOME> 15
<EPS-PRIMARY> 0.00
<EPS-DILUTED> 0
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BEGIN PRIVACY-ENHANCED MESSAGE
Proc-Type; 20C)1,MIC-CLEAR
Originator-Name: keyraasterStown.hall.org
Originator-Key-Asymmetric:
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0000950112-95-001698
SC 13D/A
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YPF SOCIEDAD ANONIMA
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MAXUS ENERGY CORP /DE/
0000724176
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DE
1231

FILING VALUES:
FORM TYPE:
SEC ACT:
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STREET 1:
CITY:
STATE:
ZIP:
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DIAMOND SHAMROCK CORP /DE/
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NEW DIAMOND CORP
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COMPANY DATA:
COMPANY CONFORMED NAME:
CENTRAL INDEX KEY:
STANDARD INDUSTRIAL CLASSIFICATION:
IRS NUMBER:
STATE OF INCORPORATION:
FISCAL YEAR END:

YPF SOCIEDAD ANONIMA
0000904851
CRUDE PETROLEUM 4 NATURAL GAS [1311]

521612271
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FORM TYPE: SC 13D/A

BUSINESS ADDRESS:
STREET 1:
CITY:
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BUSINESS PHONE:
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< DOCUMENT>
<TYPE>SC 13D/A
<SEQUENCE>1
<DESCRIPTION>TiPF SOCIEDAD ANONIMA
<TEXT>

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

SCHEDULE 13D
Under the Securities Exchange Act of 1934

(Amendment No. 2) *

Maxus Energy Corporation
(Name of Issuer)

Common Stock, Par Value $1.00 Per Share
(Title of Class of Securities)

577730 10 4
(CUSIP Number)

Mr. Nells Leon
YPF Sociedad Anonima

Avenida Pte. Roque Saenz Pena 777
1364 Buenos Aires, Argentina

Telephone: (Oil) (541) 329-2000

(Name, Address and Telephone Number of Person Authorized to Receive Notices
and Communications)

Copy to:

P. Dexter Peacock, Esq.
Andrews & Kurth L.L.P.

4200 Texas Commerce Tower
Houston, Texas 77002

Telephone: (713) 220-4200

June 8, 1995
(Date of Event Which Requires Filing of this Statement)

If the filing person has previously filed a statement on Schedule 13G to
report the acquisition which is the subject of this Schedule 13D, and is
filing this schedule because of Rule 13d-l(b)(3) or (4), check the following
box [ ].

Check the following box if a fee is being paid with the statement [ ].

Note: Six copies of this statement, including all exhibits, should be filed
with the Commission. See Rule 13d-l(a) for other parties to whom copies are to
be sent.

* The remainder of this cover page shall be filled out for a reporting
person's initial filing on this form with respect to the subject class of
securitie:3, and for any subsequent amendment containing information which
would alt<sr disclosures provided in a prior cover page.

The information required on the remainder of this cover page shall not be deemed
to be "filed" for the purpose of Section 18 of the Securities Exchange Act of
1934 ("Exchange Act") or otherwise subject to the liabilities of that section of
the Exchange Act but shall be subject to all other provisions of the Exchange
Act (however, see the Notes).
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<PAGE>

SCHEDULE 13D

CUSIP NO. 577730 10 4 PAGE 2 OF 14 Pages

1 NAME OF REPORTING PERSON
S.S. OR I.R.S. IDENTIFICATION NO. OF ABOVE PERSON

YPF Acquisition Corp.

2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP *
(a) ( }
(b) ( }

3 SEC USE ONLY

4 SOURCE OF FUNDS*
SC; BK; AF

5 CHECK BOX IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED
PURSUANT TO ITEMS 2 (d) or 2(e) [ ]

6 CITIZENSHIP OR PLACE OF ORGANIZATION

Delaware

7 SOLE VOTING POWER
NUMBER OF 0
SHARES
BENEFICIALLY 8 SHARED VOTING POWER
OWNED 0
BY EACH
REPORTING
PERSON 9 SOLE DISPOSITIVE POWER
WITH 0

10 SHARED DISPOSITIVE POWER
0

11 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

0

12 CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES
CERTAIN SHARES* [ ]

13 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (11)

0%

14 TYPE OF REPORTING PERSON*

CO

*SEE INSTRUCTION BEFORE FILLING OUT!
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SCHEDULE 13D

CDSIP NO. 577730 10 4 PAGE 3 OF 14 Pages

1 NAME OF REPORTING PERSON
S.S. OR I.R.S. IDENTIFICATION NO. OF ABOVE PERSON
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YPF Sociedad Anonima

2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP *
(a) [ ]
(b) [ ]

3 SEC USE ONLY

4 SOURCE OF FUNDS*
WC; SC; BK; AF

5 CHECK BOX IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED
PURSUANT TO ITEMS 2(d) or 2 (e) [ ]

6 CITIZENSHIP OR PLACE OF ORGANIZATION

Argentina

7 SOLE VOTING POWER
NUMBER OF 135,609,772
SHAKES
BENEFICIALLY 8 SHARED VOTING POWER
OWNED 0
BY EACH
REPORTING 9 SOLE DISPOSITIVE POWER
PERSON 135,609,772
WITH

10 SHARED DISPOSITIVE POWER
0

11 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

135,609,772

12 CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES
CERTAIN SHARES* [ ]

13 PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (11)

100.0%

14 TYPE OF REPORTING PERSON*

CO

*SEE INSTRUCTION BEFORE FILLING OUT!
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This Amendment No. 2 amends the Schedule 13D (the "Schedule 13D"), dated
April 11, 199:3 as amended on April 13, 1995, originally filed in connection with
the acquisition by YPF Acquisition Corp., a Delaware corporation (the
"Purchaser"), and YPF Sociedad Anonima, a sociedad anonima (stock corporation)
organized under the laws of the Republic of Argentina ("YPF"), of the
outstanding snares of common stock, par value SI.00 per share, of Maxus Energy
Corporation, a Delaware corporation ("Maxus" or the "Company"), pursuant to a
tender offer (the "Offer"). Unless otherwise defined herein, all terms used
herein shall nave the meanings set forth in the Schedule 13D.

This Amendment No. 2 is made to reflect the material changes brought about
on June 8, 1995 upon the merger of the Purchaser with and into Maxus (the
"Merger") as well as subsequent changes in the financing of the Merger.

Item 2. Identity and Background
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Item 2 of the Schedule 13D is hereby amended to add the following sentence
following the sixth paragraph as the seventh paragraph:

On June 8, 1995, the Purchaser was merged with and into Maxus pursuant
to the Merger Agreement (defined below). Accordingly, the Purchaser ceased
to exist as a separate entity. As a result of the merger of the Purchaser
and Maxus, all outstanding Shares of Maxus, the surviving corporation,
became directly owned by YPF as described below.

Section 2 of Schedule I of the Schedule 13D is also hereby amended and
restated to read in its entirety as set forth in Schedule I attached to this
Amendment No. 2 to reflect the current officers and directors of YPF.

Item 3. Source and Amount of Funds or Other Consideration

Item 3 of the Schedule 13D is hereby amended and restated to read in its
entirety:

On February 28, 1995, Maxus, YPF Acquisition Corp., a Delaware
corporation (the "Purchaser") and YPF entered into an Agreement of Merger
(the "Merger Agreement") pursuant to which (i) the Purchaser agreed to make
a cash tender offer (the "Offer") for all the issued and outstanding Shares
for $5.50 per Share in cash and (ii) subject to the satisfaction of certain
conditions, including the condition that Shares representing at least a
majority of the Voting Shares (as defined below) of Maxus, on a fully
diluted basis, were validly tendered pursuant to the Offer, the Purchaser
and Maxus agreed that the Purchaser would be merged with and into Maxus
(the "Merger") as soon as practicable following the satisfaction of such
conditions.

The Offer expired at midnight on March 30, 1995. On March 31, 1995,
YPF announced that the Purchaser would accept for purchase all Shares
validly tendered and not withdrawn prior to the expiration of the Offer.

The total amount of funds required by the Purchaser to acquire the
entire common equity interest in the Company, including the purchase of
Shares pursuant to the Offer and the payment for Shares converted into the
right to receive cash pursuant to the Merger, and to pay related fees and
expenses, is expected to be approximately $800 million. On April 5, 1995,
the Purchaser entered into a credit agreement (the "Credit Agreement") with
lenders 1:or which The Chase Manhattan Bank (National Association) ("Chase")
acts as agent, pursuant to which the lenders extended to the Purchaser a
$550 million credit facility (the "Purchaser Facility"). On April 5, 1995,
the Purchaser borrowed $442.2 million under the Purchaser Facility and
received a capital contribution of $250 million from YPF. On April 5,
1995,, the Purchaser used borrowings under the Purchaser Facility and the
funds contributed to it by YPF to purchase 119,339,683 Shares pursuant to
the Offeir.

<PAGE>
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On April 13, 1995, the depositary, The Chase Manhattan Bank (National
Association) , notified YPF and the Purchaser that, upon final tabulation,
an additional 660,930 Shares had been properly tendered and not withdrawn
prior to the expiration of the Offer. The Purchaser took delivery of these
additional Shares and delivered the purchase price for the additional
Shares on April 13, 1995. The $3.6 million purchase price for such
additional Shares was paid out of funds previously borrowed on April 5,
1995 und'2r the Purchaser Facility.

Pur:suant to a commitment letter from Chase (the "Commitment Letter"),
Chase agreed to provide two additional credit facilities aggregating $425
million: (i) a credit facility of $250 million to be extended to Midgard
Energy Company ("Midgard"), a wholly owned subsidiary of the Company, and
(ii) a credit facility of $1T5 million to be extended to certain other
subsidiaries of the Company as described below.

On June 8, 1995, the Purchaser was merged with and into Maxus.
Midgard entered into a Credit Agreement, dated June 8, 1995 (the "Midgard
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Facility"), pursuant to which a loan of $250 million was extended to
Midgard. The proceeds of the Midgard Facility were used to repay, in part,
the Purchaser Facility at the time of the filing of the Certificate of
Merger with the Secretary of State of the State of Delaware (the "Effective
Time"). In addition, approximately $8 million of the loans outstanding
under the: Purchaser Facility, which was assumed by Maxus, including accrued
interest on the Purchaser Facility loans, was repaid on June 8, 1995 from
cash held by the Company. At this time, the Purchaser Facility was
extended to June 16, 1995.

Maxus Indonesia, Inc. ("Holdings") entered into a Credit Agreement,
dated June 16, 1995 (the "Subsidiaries Facility"), pursuant to which a loan
of $175 million was extended to Holdings. The proceeds of the Subsidiaries
Facility were used to repay the outstanding portion of the Purchaser
Facility on June 16, 1995. The approximately $85.9 million to be paid to
the holders of the 15,609,159 Shares that were converted into the right to
receive cash in the Merger will be paid by the Company from available cash.
Chase arranged the various syndicates of commercial banks, financial
institutions and other investors to provide a portion of the Midgard
Facility and the Subsidiaries Facility and acts as the agent for such
lenders in connection with each of these facilities.

The following is a description of the principal terms of the Midgard
Facility and the Subsidiaries Facility.

Midgard Facility. Approximately $250 million of the loans under the
Purchaser Facility was repaid on June 8, 1995 with funds provided to the
Company by Midgard. Midgard provided the funds from the proceeds of a loan
of $250 riillion (the "Midgard Loan") pursuant to the Midgard Facility. The
Midgard Loan was made in a single drawing, will mature on December 31, 2003
and will be repaid in up to 28 consecutive quarterly installments
commencing on March 31, 1997, subject to semi-annual borrowing base
redeternL.nations. At Midgard's option, the interest rate applicable to the
Midgard Loan will be, until March 31, 1997, either (i) the one-, two- or
three-month London Interbank Offered Rate plus a margin of 1 3/4% or (ii)
the Base Rate (as defined in the Midgard Facility) plus a margin of 3/4%
and, thereafter, either (iii) the one-, two- or three-month London
Interbank Offered Rate plus a margin of 2 1/4% or (iv) the Base Rate plus
a margin of 1 1/4%. The Midgard Loan is not secured but is guaranteed by
YPF and the Company. The agreement evidencing the Midgard Loan contains,
among other things, a negative pledge on all assets of Midgard, subject to
customary exceptions. It is anticipated that the Midgard Loan will be
repaid with funds generated by Midgard's business operations.

Subsidiaries Facility. Approximately $175 million of the Purchaser
Facility was repaid with funds provided on June 16, 1995 to the Company by
Holdings. Holdings provided these funds from the proceeds of a loan of
$175 million (the "Subsidiaries Loan") made to it pursuant to the
Subsidiaries Facility. The Subsidiaries Loan was made in a single drawing
on June 16, 1995, will mature on December 31, 2002 and will be repaid in up
to 24 consecutive quarterly installments

<PAGE>
Page 6 of 14

commencing on March 31, 1997, subject to semi-annual borrowing base
redeterminations. At the option of Holdings, the interest rates applicable
to the Subsidiaries Loan will be, until March 31, 1997, either (i) the
one-, two- or three-month London Interbank Offered Rate plus a margin of
2 1/4% or (ii) the Base Rate (as defined in the Subsidiaries Facility)
plus a margin of 1 1/4% and, thereafter, either (iii) the one-, two- or
three-month London Interbank Offered Rate plus a margin of 2 3/4% or (iv)
the Base Rate plus a margin of 1 3/4%. The Subsidiaries Loan to Holdings
is secured by the stock of Maxus Northwest Java, Inc. ("Java") and Maxus
Southeast Sumatra, Inc. ("Sumatra") (collectively, the "Holdings
Subsidiaries") and by the interest of Holdings, Java and Sumatra in
certain accounts maintained at Chase into which the proceeds of sales of
hydrocarbons are to be deposited, and is guaranteed by Java, Sumatra, YPF
and the Company. The agreement evidencing the Subsidiaries Loan contains
a negative pledge on all of the other assets of Holdings, subject to
customary exceptions. It is anticipated that the Subsidiaries Loan will
be repaid with funds generated by the Holdings Subsidiaries' business
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operations.

Prepayment. Each of the Midgard Loan and the Subsidiaries Loan
(collectively, the "Loans") may be prepaid in whole or in part without
premium or penalty, except for costs associated with the prepayment of any
portion of a Loan bearing interest at a rate determined by reference to the
London Interbank Offered Rate prior to the end of any applicable interest
period.

YPF and Maxus Guarantees. YPF and Maxus have each guaranteed the
repayment of the Midgard Facility and the Subsidiaries Facility. Copies of
the YPF Guarantee Agreements with respect to the Midgard Facility and the
Subsidiaries Facility are attached hereto as Exhibits G and H,
respectively.

Item 4. Purpose of Transaction

Item 4 of the Schedule 13D is hereby amended and restated in its entirety
to read as follows:

In mid-1994, YPF's Board of Directors adopted the goals of becoming an
internationally diversified oil and gas company with significant assets
outside Argentina and obtaining management personnel skilled and
experienced in exploring for and producing oil and gas internationally.
YPF believes that Maxus presents a good fit with its goals. Accordingly,
YPF and the Purchaser entered into the Merger Agreement, and made the
Offer pursuant to the terms of the Merger Agreement, for the purpose of
acquiring all of the outstanding Shares.

(a) Acquisition and disposition of securities of Maxus.

On February 28, 1995, YPF, Maxus and the Purchaser entered into the
Merger Agreement pursuant to which, as described in Item 3 above, the
Purchaser commenced the Offer. The Offer expired at midnight on March 30,
1995. Tne Purchaser took delivery of 119,339,683 Shares, representing
approximately 88.0% of the issued and outstanding Shares as of such date,
and delivered the purchase price for them on April 5, 1995. On April 13,
1995, the Purchaser was notified by the depositary that an additional
660,930 Shares had been validly tendered and not withdrawn prior to the
expiration of the Offer. The Purchaser took delivery of all such
additional Shares and delivered the purchase price therefor on such date.
As a result, the Purchaser owned an aggregate of 120,000,613 Shares, or an
aggregate of approximately 88.5% of the issued and outstanding Shares.
Pursuant to the Merger Agreement, Maxus, the Purchaser and YPF agreed to
cause the merger of the Purchaser with and into Maxus as soon as
practicable following the purchase of Shares pursuant to the Offer.
Pursuant to the Delaware General Corporation Law ("DGCL") and the Company's
Restated Certificate of Incorporation (the "Certificate"), the approval and
adoption of the Merger required the affirmative vote of the holders of a
majority of the combined voting power of the outstanding Shares and S4.00
Cumulative Convertible Preferred Stock (collectively, the "Voting Shares"),
voting together as a single class. Following the Offer, the Purchaser
owned an aggregate of approximately 85.7% of the Voting Shares.
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The Merger was consummated on June 8, 1995, at which time the
Purchaser was merged with and into the Company. YPF became the sole holder
of the Shares after the Merger (except to the extent that holders of
outstanding options and warrants may exercise such options and warrants for
Shares, or holders of shares of the Company's $4.00 Cumulative Convertible
Preferred Stock (the "$4.00 Preferred Stock") may exercise their rights to
convert shares of $4.00 Preferred Stock into Shares). The holders of
Shares as of the Effective Time (other than YPF and those who perfected
appraisal rights under Section 262 of the DGCL) were given the right to
receive $5.50 in cash, without interest, for each Share held immediately
prior to the Merger. All outstanding shares of the Company's preferred
stock remain outstanding and have the identical powers, preferences,
rights, qualifications, limitations and restrictions as such shares of
preferred stock previously had (including, in the case of the $4.00
Preferred Stock, the right to convert into Shares), except for certain
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changes to the terras of the $9.75 Cumulative Convertible Preferred Stock
(the "$9."75 Preferred Stock") as agreed to by the holder of the $9.75
Preferred Stock as described below in Item 6. Outstanding options or
warrants to acquire Shares that were not exercised prior to the Effective
Time, or surrendered in the case of employee or director stock options,
remain outstanding and have the identical terms as such options and
warrants previously had.

(b) Merger of Purchaser and Maxus.

Pursuant to the terms of the Merger Agreement, the Purchaser merged
with and into Maxus on June 8, 1995. Certain effects of the Merger
Agreement and the Merger are described in this Item 4.

(c) Sales or transfers of material amounts of assets of Maxus or its
subsidiaries.

YPF is engaged in a comprehensive review of Maxus' business and
operations, which may or may not result in sales or transfers of material
amounts of assets, and YPF and Maxus have received numerous proposals from
third parties regarding the purchase of various assets of Maxus. However,
YPF is not currently considering any specific plans or proposals for the
sale or transfer of a material amount of Maxus' assets.

(d) Change in the present Board of Directors and management of Maxus.

The Merger Agreement provides, among other things, that so long as YPF
and/or a:iy of its direct or indirect wholly owned subsidiaries own a
majority of the outstanding Voting Shares, YPF is entitled, subject to
compliance with applicable law and the Certificate, to designate at its
option up to that number of directors, rounded up to the nearest whole
number, of the Company's Board of Directors (the "Board") as will make the
percentage of the Company's directors designated by YPF equal to the
percentage of outstanding Voting Shares held by YPF and any of its direct
or indirect wholly owned subsidiaries. The Company agreed that it would,
upon the request of YPF, promptly increase the size of its Board and/or use
its reasonable best efforts to secure the resignation of such number of
directors as is necessary to enable YPF's designees to be elected to the
Board and to use its reasonable best efforts to cause YPF's designees to be
so elected, subject to Section 14(f) of the Exchange Act; except that,
prior to the Effective Time, the Company would use its reasonable best
efforts to assure that the Board always had (at its election) at least
three members who were directors of the Company as of February 28, 1995.
At such times, the Company agreed to use its reasonable best efforts,
subject to any limitations imposed by applicable law or rules of the
New York Stock Exchange (the "NYSE"), to cause persons designated by YPF to
constitute the same percentage as such persons represent on the Board of
(i) each committee of the Board, (ii) each board of directors or board of
management of each subsidiary of the Company, and (iii) each committee of
each such board.

The Purchaser's ownership of approximately 85.7% of the outstanding
Voting Shares prior to the Merger entitled it to be represented on the
Board pursuant to the above-described provision, and the Purchaser
designated five persons, Messrs. Jose A. Estenssoro, Cedric Bridger, Peter
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Gaffney, James R. Lesch and P. Dexter Peacock (collectively, the
"Designees") to serve on the Board. All of the then directors of the
Company, except Messrs. Charles L. Blackburn, George L. Jackson and
R.A. Walker, submitted their resignations from the Board on April 21, 1995
(the "Election Date") and, effective upon such resignations, the remaining
directors on the Board elected the Designees to the Board to fill the
vaceincies created thereby. As a result of the foregoing, the Board
consisted of the five Designees, and Messrs. Blackburn, Jackson and Walker,
with five vacancies. Mr. Nells Leon was designated by YPF and appointed to
the Board of Maxus following the death of Mr. Estenssoro in May, 1995.

Certain additional information relating to the election of the
Des^gnees is contained in the information statement filed by the Company
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pursuant to Rule 14f-l under the Exchange Act (the "14f-l Information
Statement") with the Securities and Exchange Commission (the "Commission")
and mailed on or about April 11, 1995 to Stockholders of record as of April
4, 1995.

On April 1, 1995, all of the Company's eight executive officers gave
notice of their intent to resign under circumstances in which they had the
right to receive certain prenegotiated severance payments. In order to
facilitate the transition following such event, the Company and its
executive officers agreed that the executive officers would continue to
work for the Company in their then-present positions at their then-current
level of compensation until June 30, 1995 or until otherwise mutually
agreed. The Company also agreed to pay the executive officers such
severance payments and paid seven of such severance payments on April 12,
1995. Effective as of June 1, 1995, Mr. David A. Wadsworth, formerly
Associate General Counsel of the Company, was named Vice President, Legal,
Mr. M.J. Gentry, formerly Vice President, Administration of the Company,
was named Vice President, Finance and Administration and Chief Financial
Officer, and Mr. Mark Miller, formerly a general manager of the Company,
was named Vice President, Operations and Planning.

Mr. Charles L. Blackburn resigned as Chairman, President and Chief
Executive Officer of the Company on April 21, 1995. YPF asked Mr.
BlacJcburn to become an international consultant to YPF and to remain a
director of the Company. Under a two-year arrangement, Mr. Blackburn will
be available to render consulting services for a minimum of 60 days per
year and will be paid a retainer of $180,000 per year. Mr. Blackburn will
also be paid $3,000 per day for each day in excess of 60 days per year in
which he renders consulting services for YPF. He will also be provided
offices in Dallas and Buenos Aires.

On April 21, 1995, Mr. Peter Gaffney, a Designee, was named the
interim President and Chief Executive Officer of the Company. Mr. Gaffney
will receive $50,000 per month and will be eligible to participate in the
Company'3 benefit plans for executive officers. This six-month arrangement
between Mr. Gaffney and YPF is renewable upon mutual agreement.

Immediately prior to the Effective Time, the Board of Directors of the
Purchaser consisted of Messrs. Le n, Bridger, Gaffney, Lesch and Peacock.
Pursuant to the Merger Agreement, at the Effective Time, the directors of
Purchaser immediately prior to the Effective Time became the directors of
the Company and the officers of the Company immediately prior to the
Effective Time remained the officers of the Company, and in each case will
remain in such positions until their successors have been duly elected or
appointed and qualified or until their earlier death, resignation or
removal in accordance with the Company's Certificate, By-Laws and the DGCL.
Messrs. Blackburn, Jackson and Walker were elected as directors of the
Company immediately following the Effective Time.

(e) Material changes in present capitalization and dividend policy of
Max us.

YPF and the Company have made material changes in the capitalization
of the Company through the assumption of the debt described in Item 3
above. In addition, pursuant to the Merger Agreement, in the event that
the Company is unable to meet its obligations as they come due,
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whether at maturity or otherwise, including, solely for the purposes of
this undertaking, dividend and redemption payments with respect to the
Preferred Stock, YPF has agreed to capitalize the Company in an amount
necessary to permit the Company to meet such obligations; provided,
however, that YPF's aggregate obligation will be (i) limited to the amount
of debt service obligations under the Midgard Facility and the Subsidiaries
Facility and (ii) reduced by the amount, if any, of capital contributions
received by the Company after the Effective Time and the net proceeds of
any sale by the Company of common stock or non-redeemable preferred stock
after the Effective Time. The foregoing obligations of YPF will survive
until June 8, 2004.
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Effective as of June 8, 1995, YPF guaranteed the Company's outstanding
long-term debt. The long-term debt to be covered by the YPF guarantee is
the CompcLny's outstanding 11 1/4%, 11 1/2% and 8 1/2% Sinking Fund
Debentures, its outstanding 9 7/8%, 9 1/2% and both series of its 9 3/8%
Notes, and its outstanding medium-term notes (the "Company Indenture
Securities"). A copy of the Guarantee Agreement, dated June 8, 1995,
of YPF in connection with the Company Indenture Securities is attached
hereto as Exhibit F.

YPF has guaranteed, effective as of June 8, 1995, the payment and
performance of Maxus' obligations to the holders of the $9.75 Preferred
Stock, including the obligation to pay quarterly dividends and to redeem
shares under certain circumstances.

YPF has no present plans or proposals which relate to or would result
in a mat«:rial change in the dividend policy of the Company.

(f) Other material changes in the Company's business or corporate
structure.

YPF expects the Company's business will continue to be conducted in
its current corporate form, and it is intended that Maxus would act as
YPF's international exploration and production arm.

(g) Changes in the Company's charter, by-laws or instruments
corresponding thereto or other actions which may impede the acquisition of
control of the Company by any person.

While YPF reserves the right to take or recommend such actions as it
may consider desirable in light of its ongoing review of the businesses and
operations of Maxus and Maxus' subsidiaries, YPF has no present plans or
proposal!! which relate to further changes in the Company's Certificate, By-
Laws or instruments corresponding thereto which may impede the acquisition
of control of the Company by any person or other actions which may impede
the acquisition of control of the Company by any person.

(h) and (i) Delisting of securities of the Company; Termination of
registration pursuant to Section 12(g)(4) of the Act.

The Shares have been delisted from the NYSE, the Pacific Stock
Exchange and all foreign securities exchanges on which the Shares were
listed. The Shares are currently registered under the Exchange Act.
Registration of the Shares under the Exchange Act may be terminated upon
application by the Company to the Commission if the Shares are not listed
on a national securities exchange and there are fewer than 300 record
holders of the Shares. YPF expects to seek or cause the Company to make an
application for termination of registration of the Shares. Termination of
registration of the Shares under the Exchange Act would not affect the
registration of the $4.00 Preferred Stock and the $2.50 Preferred Stock
under thi5 Exchange Act, the holders of which would continue to be entitled
to information required to be furnished to them thereunder. Termination of
registration of the Shares would reduce substantially the information
required to be furnished by the Company to holders of Shares and would make
certain provisions of the Exchange Act, including the requirement of
furnishing a proxy statement or information statement in connection with
stockholders' meetings pursuant to Section 14 (a) and the requirements of
Rule 13e-3 under
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the Exchange Act with respect to "going private" transactions, no longer
applicable to the Shares. The requirements under the Exchange Act with
respect to the Company's other registered securities, however, would
continue to be applicable.

YPF and the Company agreed to use their respective reasonable efforts
to continue the listing on the NYSE of the series of Preferred Stock which
are currently listed on such Exchange, or, if any such series were
delisted, to cause such series of the Preferred Stock to be listed on
another national securities exchange within the United States or admitted
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to trading with the National Association of Securities Dealers Automated
Quotation ("NASDAQ") National Market and on other organized securities
markets i.n such foreign jurisdictions in which such shares are presently
traded. Notwithstanding anything in the Merger Agreement to the contrary,
the obligations of the Company and YPF regarding continued listing of the
Preferred Stock will survive the Effective Time with respect to any series
of Preferred Stock until such time as the aggregate market value of all
outstanding shares of such series is less than S2 million or the number of
outstanding shares of such series is less than 100,000.

Pursuant to the rules of the NYSE, the $4.00 Preferred Stock was
delisted from the NYSE when the Shares were delisted on June 8, 1995. The
$4.00 Preferred Stock began trading on the NASDAQ National Market on June
9, 1995 and continues to be registered under the Exchange Act. The
Company':! $2.50 Preferred Stock and the 8 1/2% Sinking Fund Debentures Due
April I, 2008 (the "8 1/2% Debentures") remain registered under the
Exchange Act and listed on the NYSE. Although the registration of the
Shares under the Exchange Act is expected to be terminated, registration
under the Exchange Act of the $4.00 Preferred Stock, the $2.50 Preferred
Stock, the 8 1/2% Debentures or other securities of the Company is
expected to continue. Accordingly, the Exchange Act requirement that the
Company file periodic reports will remain applicable as long as the $4.00
Preferred Stock, the $2.50 Preferred Stock, the 8 1/2% Debentures or the
other securities of the Company continue to be registered under the
Exchange Act.

The Exchange Act provides that registration of the $4.00 Preferred
Stock, the $2.50 Preferred Stock or the 8 1/2% Debentures may be terminated
upon application by the Company to the Commission if such class of
securities is not listed on a national securities exchange and there are
fewer than 300 record holders of such class of securities. Termination of
registration of any such class of securities would reduce substantially the
information required to be furnished by the Company to holders of such
class of securities. Termination of registration of the $4.00 Preferred
Stock or the $2.50 Preferred Stock would make certain provisions of the
Exchange Act, including the requirement of furnishing a proxy statement or
information statement pursuant to Section 14 (a) in connection with
stockholders' meetings and the requirements of Rule 13e-3 under the
Exchange Act with respect to "going private" transactions, no longer
applicable to such class of securities. If registration of any such class
of securities under the Exchange Act were to be terminated, such class of
securities would no longer be "margin securities" or be eligible for
listing on the NYSE or NASDAQ National Market, as the case may be.

Item 5. Interest in Securities of the Issuer

Item 5 (a) and (b) of Schedule 13D is hereby amended and restated in its
entirety:

(a) and (b) Following the Merger, YPF has sole voting and dispositive
power over 135,609,772 Shares, which represents approximately 100.0% of the
outstanding Shares and 96.9% of the outstanding Voting Shares.

Item 7. Material to be Filed As Exhibits

Item 7 is hereby amended to add the following exhibits, which are filed
hereto with tnis Amendment No. 2:
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Exhibit F Guarantee Agreement, dated June 8, 1995, of YPF Sociedad Anonima
in connection with the Company Indenture Securities.

Exhibit G YPF Guarantee Agreement, dated June 8, 1995, between YPF Sociedad
Anonima and The Chase Manhattan Bank (National Association) as
agent for the lenders under the Midgard Facility.

Exhibit H YPF Guarantee Agreement, dated June 16, 1995, between YPF
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Sociedad Anonima and The Chase Manhattan Bank (National
Association) as agent for the lenders under the Subsidiaries
Facility.
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SIGNATURE

After reasonable inquiry and to the best of my knowledge and belief, I
certify that the information set forth in this statement is true, complete and
correct.

Dated: June 19, 1995

YPF SOCIEDAD ANONIMA

By: /s/ Cedric Bridger
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Cedric Bridger
Vice President, Finance and
Corporate Development
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SCHEDULE I

DIRECTORS AND EXECUTIVE OFFICERS

2. Directors and Executive Officers of YPF. The following table sets

forth the name, business address and present principal occupation or employment,
and material occupations, positions, offices or employments for the past five
years of each director and executive officer of YPF. Unless otherwise
indicated, the current business address of each such person is c/o
YPF—Directorio, Avenida Pte. Roque Saenz Pena 777, 1364 Buenos Aires,
Argentina, and each occupation set forth opposite an individual's name refers
to employment with YPF. Each such person is a citizen of the Republic of
Argentina, unless otherwise indicated.

Present Principal Occupation Or Employment and
Current Business Address; Material Positions Held

Name Curing The Past Five Years and Business Addresses Thereof
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Nells Leon

Mario L. Pineiro

Miguel Madanes

Bayless A. Manning

Carlos de la Vega

James R. Lesch

Ernst Schneider

Director since 1991, President since May, 1995,
Executive Vice President from 1990 to 1995. He
was Vice President of Operations of Sol Petroleo
S.A. from 1987 to 1990.

Director since 1992. He retired in 1992 as CEO of
Alejandro Llauro e Hijos S.A., where he served for
many years. Mr. Pineiro is also a director of
Transportadora de Gas del Sur S.A.

Director since 1993 and Executive Vice President
since May, 1995. Presently involved in the cable
television industry in Argentina and Brazil.
Previously a Director of YPF from 1991 to 1992.
He served as the CEO of Fate S.A. from 1971 until
1991.

Director since 1993. Director of IBJ Schroder
Bank & Trust Company. Currently serves as a
consultant. Partner of Paul, Weiss, Rifkind,
Wharton & Garrison from 1977 until 1990. Mr.
Manning is a citizen of the United States of
America.

Director since 1993. Presently Director of
Institutional Relations and Human Resources of
CIBA-Geigy Argentina. President of the Argentine
Chamber of Commerce from 1988 to 1993. He was
also President of the Ibero-American Association
of Chambers of Commerce from 1990 to 1992.

Director since 1993. Mr. Lesch is currently
retired. He was Chief Executive Officer (1979-
1986) and Chairman of the Board (1981-1986) of the
Hughes Tool Company and he also served as
Commissioner, State of Texas Department of
Commerce (1988-1992). He previously served as
Director of the American Petroleum Institute.
Mr. Lesch is a citizen of the United States of
America. His business address is P. 0. Box 4442,
Houston, Texas 77210.

Director since 1993. Chairman of the Board of Leu
Holding and Bank Leu Ltd. and a member of the
Board of Directors of CS Holding Ltd. since 1993.
Previously, he served as Vice Chairman and member
of the Board of Credit Suisse. Mr. Schneider is a
dual citizen of Switzerland and the United States
of America.
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Hector A. Domsniconi

Luis A. Prol

Angel Cirasino

Director since 1993. Presently, Managing Director
of DEXCOR, a consulting firm in Argentina. Held
several positions in the Ministry of Economy of
Argentina from 1990 through 1992.

Director since 1993. President of YPF Gas S.A.
Held several positions in both Argentine Federal
and Provincial governments, serving as Minister of
the Treasury and Finance of the Province of
Formosa from 1987 to 1989 and as Secretary of
Hydrocarbons and Mining of the Ministry of Economy
from 1991 to 1992.

Director since 1993. Assistant Secretary for
Petrochemistry and Mining of the Ministry of
Economy of the Province of Mendoza since 1991.
was Managing Partner of Motomar Cuyo Marketing
S.R.L. from 1989 to 1991.

He
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Rodolfo Alejandro Diaz

Eduardo Petaz;:e

Marcelo Guiscardo

Cedric Bridge::

Carlos A. Olivieri

Raul H. Oceste

Juan A. Rodriguez

Juan J. Garacija

Norberto Noblia

Martin Paez-Allende
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</DOCUMENT>
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Director since 1994. Mr. Diaz is a lawyer and has
private practices in Buenos Aires and Mendoza. He
was the Republic of Argentina's Secretary of Labor
from 1989 until 1991 and Labor Minister from 1991
until 1992.

Vice President, Refining and Marketing and Head of
Restructuring Project since 1993. Previously, he
served as Vice President of Exploration and
Production from 1992 to 1993 and Head of the
Restructuring Project since 1991. Joined YPF in
1983.

Vice President, Exploration and Production since
1993. Previously, he was associated with Exxon
Corporation from 1979 to 1993.
Vice President, Finance and Corporate Development
since 1992. Before joining YPF, he was Marketing
Manager for CVB Industrias Mecanicas in Brazil
from 1989. He was associated with Hughes Tool
Company from 1964 to 1989.

Vice President and General Controller since 1993.
He was Controller and Director of Aerolineas
Argentinas S.A. from 1991 to 1992, a Director of
the Central Bank of Argentina in 1991 and an
accountant with Arthur Andersen & Co. from 1974 to
1986.

Vice President, Human Resources since 1990. He
was previously associated with YPF from 1943 to
1963 and from 1965 to 1977. From 1978 to 1990,
Mr. Oreste was associated with Compania Naviera
Perez Companc.

Vice President of Engineering and Technology since
1992. He joined YPF in 1990. From 1968 to 1990,
he was associated with Hughes Tool Company of
Argentina.
Vice President, Purchasing, Contracts and
Environmental Protection since 1992. Consultant
from 1989 to 1990, when he joined YPF. He has
previously served YPF in various capacities from
1941 to 1976 and from 1982 to 1988.

Vice President, Legal Affairs since 1989.
Previously, he was associated with the Sindicatura
General de Empresas Publicas from 1975 to 1986.

Vice President for Institutional Affairs since
September 1994. From 1991 to 1994, he practiced
law. Until 1991 he served as Vice President and
member of the Board of Shell C.A.P.S.A.
(Argentina).

EXHIBIT F

GUARANTEE AGREEMENT

THIS GUARANTEE AGREEMENT ("Agreement"), dated June 8, 1995, of
YPF Sociedad Anonima, a sociedad anonima (corporation) organized and existing
under the laws of the Republic of Argentina, with principal executive offices
located at Avenida Pte. R. Saenz Pena 777, 1364 Buenos Aires, Argentina
(hereinafter called the "Guarantor"), in connection with (i) that certain
Indenture dated as of April 1, 1978, of Maxus Energy Corporation, a corporation
organized anc. existing under the laws of the State of Delaware (said corporation
being hereinafter called the "Company" and said Indenture, as heretofore
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supplemented, being hereinafter called the "1978 Indenture"); (ii) that certain
Indenture dated as of May 1, 1983, of the Company (as heretofore supplemented,
hereinafter called the "1983 Indenture"); (iii) that certain Indenture dated as
of November 1, 1985, of the Company (hereinafter called the "1985 Indenture");
(iv) that certain Indenture dated as of April 1, 1988, of the Company
(hereinafter called the "1988 Indenture"); (v) that certain Indenture dated as
of November 1, 1990, of the Company (hereinafter called the "1990 Indenture"
and, collectively with the 1978 Indenture, the 1983 Indenture, the 1985
Indenture and the 1988 Indenture, the "Company Indentures"); in favor of each
registered holder from time to time of (a) 8 1/2% Sinking Fund Debentures due
April 1, 2008, issued and outstanding on the date hereof under the 1978
Indenture, (b) 11 1/4% Sinking Fund Debentures due May 1, 2013, issued and
outstanding on the date hereof under the 1983 Indenture, (c) 11 1/2% Sinking
Fund Debentures due November 15, 2015, issued and outstanding on the date hereof
under the 198!i Indenture, (d) Medium Term Notes, Series A due from nine months
to fifteen years from date of issue, issued and outstanding on the date hereof
under the 198H Indenture, and (e) 9 1/2% Notes due February 15, 2003, 9 3/8%
Notes due November 1, 2003, 9 3/8% Notes due November 1, 2003, Series B, 9 7/8%
Notes due October 15, 2002, Medium Term Notes, Series B due from nine months to
fifteen years from date of issue, and Medium Term Notes, Series C due from nine
months to thirty years from date of issue, issued and outstanding on the date
hereof under the 1990 Indenture (all of the securities identified in subclauses
(a) through (e) above, including any Notes issued in substitution or exchange
therefor unde;.- the applicable terms of the relevant Company Indenture,
collectively, being hereinafter called the "Company Indenture Securities," those
identified in subclauses (d) and (e) above, including any Notes issued in
substitution or exchange therefor under the applicable terms of the relevant
Company Indenture, being sometimes hereinafter respectively called the "1988
Company Indenture Securities" and the "1990 Company Indenture Securities" and
collectively -he "Consent Securities," and such registered holders of the
Company Indenture Securities, collectively, being hereinafter called the
"Obligees").

RECITALS

It is anticipated that YPF Acquisition Corp., a corporation
organized and existing under the laws of the State of Delaware and wholly-owned
subsidiary of the Guarantor, will be merged (the "Merger") with and into the
Company. As a result of the Merger, the Company would become a wholly-owned
subsidiary of the Guarantor. In connection therewith, the Guarantor has offered
to provide its guaranty in respect of the payment of the principal of and
premium (if any) and interest on the Company Indenture Securities, subject to
the condition (and, in the case of the Consent Securities, to the additional
condition) to effectiveness set forth below in Section 7.
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NOW, THEREFORE, this Agreement

W I T N E S S E T H :

For good and valuable consideration, the receipt and sufficiency
of which are hereby acknowledged/ the Guarantor does hereby covenant and agree,
for the benefit of each of the Obligees from time to time, as follows:

1. Guarantee. The Guarantor unconditionally and irrevocably
guarantees the payment of all principal of and premium (if any) and interest on
the Company Indenture Securities (hereinafter collectively called the
"Obligations"), in each case when and as the same shall become due and payable
in accordance with the terms of such Company Indenture Securities and the
respective Company indenture pursuant to which the same were issued, as in
effect on the; date hereof; provided, that if any Company Indenture Security or
any Company Indenture shall be amended at any time when the Guarantor shall not
control the Company in any way which shall or could enlarge, expand, increase or
extend, or could otherwise have an adverse effect on, the Guarantor's
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obligations under this Agreement, and such amendment is effected without the
Guarantor's specific prior written consent, this Guaranty shall automatically
terminate, and be of no further force and effect whatsoever, in respect of the
Company Indenture Security so affected or the Company Indenture Securities
issued under such Company Indenture so affected. In the case of any failure of
the Company to make any such payment, the Guarantor hereby unconditionally
agrees to cause any such payment to be made, when and as the same shall become
due, all as if such payment were made or rendered by the Company.

2. Certain Waivers; Unconditionally. The Guarantor waives (to the
extent permitted by applicable law) notice of acceptance of the guaranties set
forth herein, of any action taken or omitted in reliance hereon or of any
default in the payment or in the performance of any Obligations guaranteed
hereby. The Guarantor hereby agrees that its obligations under this Agreement
constitute a present and continuing guarantee of payment and not of
collectibility, and shall be absolute and unconditional.

3. Subrogation. The Guarantor hereby agrees that if it shall make
any payment in respect of any Obligation, it shall, to the extent permitted by
applicable law, be subrogated to the rights of the Obligee to which such payment
was made.

4. Further Waivers; Reinstatement. The Guarantor waives any right
it may have to require any Obligee to proceed against the Company or against
any other party prior to making any claim under this Agreement. The Guarantor
agrees that its guaranties herein contained shall be automatically reinstated if
and to the extent that for any reason any payment by or on behalf of the Company
or the Guarantor is rescinded or must be otherwise restored by any Obligee,
whether as a result of any proceedings in bankruptcy or reorganization or
otherwise.

5. Consent to Jurisdiction and Service of Process. (a) The
Guarantor consents to the non-exclusive jurisdiction of any court of the State
of New York or any United States federal court sitting in the Borough of
Manhattan, New York City, New York, United States, and any appellate court from
any thereof, and waives any immunity from the
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jurisdiction of such courts over any suit, action or proceeding that may be
brought in connection with this Agreement. The Guarantor irrevocably waives, to
the fullest extent permitted by law, any objection to any suit, action, or
proceeding that may be brought in connection with this Agreement in such courts
on the grounds of venue, residence or domicile or on the ground that any such
suit, action ar proceeding has been brought in an inconvenient forum. The
Guarantor agrees that final judgment in any such suit, action or proceeding
brought in such court shall be conclusive and binding upon the Guarantor and may
be enforced in any court to the jurisdiction of which the Guarantor is subject
by suit upon such judgment; provided that service of process is effected upon

the Guarantor in the manner provided in this Agreement. Notwithstanding the
foregoing, any suit, action or proceeding brought in connection with this
Agreement may be instituted in any competent court in Argentina.

(b) The Guarantor agrees that service of all writs, process and
summonses in any suit, action or proceeding brought in connection with this
Agreement against the Guarantor in any court sitting in the Borough of
Manhattan, New York City may be made upon CT Corporation System at 1633
Broadway, New York, New York 10019, whom the Guarantor irrevocably appoints as
its authorized agent for service of process. The Guarantor represents and
warrants that CT Corporation System has agreed to act as the Guarantors agent
for service of process. The Guarantor agrees that such appointment shall be
irrevocable so long as this Agreement shall remain in effect or until the
irrevocable appointment by the Guarantor of a successor in The City of New York
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as its authorized agent for such purpose and the acceptance of such appointment
by such successor. The Guarantor further agrees to take any and all action,
including the filing of any and all documents and instruments, that may be
necessary to continue such appointment in full force and effect as aforesaid.
If CT Corpora-ion System shall cease to be the Guarantors agent for service of
process, the Guarantor shall appoint without delay another such agent and
provide promp: written notice to the Obligees, to the extent known to it, of
such appointment. With respect to any such action in any court of the State of
New York or any United States federal court in the Borough of Manhattan, New
York City, service of process upon CT Corporation System, as the authorized
agent of the Guarantor for service of process, and written notice of such
service to the Guarantor, shall be deemed, in every respect, effective service
of process upon the Guarantor.

(c) Nothing in this paragraph 5 shall affect the right of any
party to serve legal process in any other manner permitted by law or affect the
right of any party to bring any action or proceeding against any other party or
its property in the courts of other jurisdictions.

6. Governing Law. This Agreement is being delivered and is intended
to be performed in the State of New York, and shall be construed and enforced in
accordance with, and the rights of the parties shall be governed by, the law of
such State without regard to conflicts of law principles.

7. Effectiveness. Subject to the following proviso, this Agreement
shall take effect upon (and concurrently with) the Merger; provided, however,
that this Agreement shall not take effect with respect to and for the benefit of
any Obligee which is the registered
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holder of any Consent Securities issued and outstanding under the 1988 Indenture
or the 1990 Indenture, as the case may be, unless and until

(x) the Holders (as defined in such Indenture) of at least 66 2/3
in principal amount of each series of the Securities (as so defined)
outstanding under such Indenture shall have executed and delivered to
the Trustee thereunder its consent (in substantially the form annexed
hereto as Exhibit A-l or A-2, as the case may be) to the execution and
delivery of an amendment to such Indenture in substantially the form
of the supplemental indenture annexed to such form of consent
(hereinafter called the "Indenture Amendment" with respect to such
Indenture), as contemplated and in accordance with Section 9.02 and
all other applicable provisions of such Indenture;

(y) the Indenture Amendment with respect to such Indenture shall
have become effective in accordance with the applicable terms of such
Indenture; and

(z) the Trustee under such Indenture shall have delivered to the
Guarantor written confirmation to the effect that such Indenture
Amendment has become effective.

8. Successors and Assigns. All covenants and agreements in this
Agreement contained shall bind and inure to the benefit of (a) the Guarantor and
its successors and assigns and (b) the Obligees. This Agreement shall not be
assignable separately from the Company Indenture Securities, in whole or in
part, by any Obligee without the prior written consent of the Guarantor.

9. Notices. All communications provided for hereunder shall be sent
by first class mail and (a) if to any Obligee, addressed to such Obligee in care
of the Trustee under the appropriate Company Indenture, or to such other address
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as such Trustee may have designated in writing to the Guarantor and the Company,
(b) if to the Guarantor, at its address set forth in the prefatory paragraph of
this Agreement, Attention: President, or to such other address as the Guarantor
may have designated to the Trustees under the Company Indentures and to the
Company, and ic) if to the Company, addressed to it at: 717 North Harwood
Street, Dallas;, Texas 75201, Attention: Secretary, or to such other address as
the Company m«iy have designated in writing to the Trustees under the Company
Indentures and to the Guarantor.

10. Descriptive Headings. The descriptive headings of the several
paragraphs of this Agreement are inserted for convenience only and do not
constitute a part of this Agreement.

<PAGE>

IN WITNESS WHEREOF, the Guarantor has caused this Agreement to be
executed by its officer thereunto duly authorized, all as of the day and year
first above written.

YPF SOCIEDAD ANONIMA

By

Name: Cedric Bridger
Title: Vice President, Finance and
Corporate Development
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GUARANTEE; AGREEMENT dated as of June 8, 1995 between YPF SOCIEDAD ANONIMA,
an Argentine siociedad anonima duly organized and validly existing under the laws

Of Argentina l"YPF"); and THE CHASE MANHATTAN BANK (NATIONAL ASSOCIATION), as

agent for the lenders from time to time party to the Credit Agreement referred
to below (in such capacity, together with its successors in such capacity, the
"Agent").

Midgard Energy Company, a Delaware corporation (the "Company") and a

Subsidiary of YPF, certain lenders and the Agent are parties to a Credit
Agreement dated as of June 8, 1995 (as modified and supplemented and in effect
from time to time, the "Credit Agreement"), providing, subject to the terms and

conditions thereof, for loans to be made by said lenders to the Company in an
aggregate principal amount not exceeding $250,000,000.

To i.nduce said lenders to enter into the Credit Agreement and to
extend credit thereunder, and for other good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, YPF has agreed to
guarantee the Guaranteed Obligations (as hereinafter defined). Accordingly, the
parties hereto agree as follows:

Section 1. Definitions. Terms defined in the Credit Agreement are

used herein as; defined therein unless otherwise defined herein. In addition,
(a) the following terms shall have the following meanings (and terms defined in
this Section :. or in other provisions of this Agreement in the singular shall
have the same meanings when used in the plural and vice versa) and (b) each

reference to a Subsidiary or Subsidiaries of YPF (other than in Section 4.07
hereof and the definition of "Total Indebtedness" in this Section 1) shall be
deemed to refer to a Subsidiary or Subsidiaries of YPF (as the case may be)
other than Maxus and its Subsidiaries:

"Argentine GAAP" shall mean generally accepted accounting principles

in Argentina as in effect from time to time.

"Capital Lease Obligations" shall mean, for any Person, all

obligations of such Person to pay rent or other amounts under a lease of
(or other agreement conveying the right to use) Property to the extent such
obligations are required to be classified and accounted for as a capital
lease on a balance sheet of such Person under Argentine GAAP, and, for
purposes of this Agreement, the amount of such obligations shall be the
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capitali<:ed amount thereof, determined in accordance with Argentine GAAP.

<PAGE>
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"Indebtedness" shall mean with respect to any Person, (a) any

liability of such Person (i) for money borrowed, or under any reimbursement
obligation relating to a letter of credit, (ii) evidenced by a bond, note,
debenture or similar instrument (including a purchase money obligation)
given in connection with the acquisition of any businesses, properties or
assets of any kind (other than a trade payable or a liability arising in
the ordinary course of business, so long as such trade payable or liability
is payable within 90 days of the date the respective goods are delivered or
the respective services are rendered), or (iii) for Capital Lease
Obligations; (b) all Redeemable Stock issued by such Person (the amount of
Indebtedness being represented by any involuntary liquidation preference
plus accrued and unpaid dividends); (c) any liability of others described
in the preceding clause (a) that such Person has guaranteed; and (d)
(without duplication) any amendment, supplement, modification, deferral,
renewal, extension or refunding of any liability of the types referred to
in clauses (a), (b) and (c) above. For purposes of determining any
particular amount of Indebtedness under this definition, Guarantees of (or
obligations with respect to letters of credit supporting) Indebtedness
otherwise included in the determination of such amount shall not also be
included.

"Maxus Public Debt Documents" shall mean, collectively, (a) the

Indenture dated as of April 1, 1978 between Diamond Shamrock Corporation
(as predecessor in interest to Maxus) and Mellon Bank, N.A., as trustee, as
amended by that certain First Supplemental Indenture, dated as of
January 26, 1984, among Diamond Shamrock Corporation, Diamond Shamrock
Chemicals Company and Mellon Bank, N.A., as trustee, that certain Agreement
of Resignation/Appointment and Acceptance, dated as of February 27, 1991,
among Mellon Bank, N.A., Maxus and Security Pacific National Trust Company
(New York), and that certain Tri-Party Agreement dated January 24, 1993,
among Security Pacific National Trust Company (New York), Maxus and
Chemical Bank, trustee, and the Debentures (as defined therein) issued
thereunder, (b) the Indenture dated as of May 1, 1983 between Diamond
Shamrock Corporation (as predecessor in interest to Maxus) and Mellon Bank,
N.A., as trustee, as amended by that certain First Supplemental Indenture,
dated as of January 26, 1984, among Diamond Shamrock Corporation, Diamond
Shamrock Chemicals Company, and Mellon Bank, N.A., under which NationsBank,
N.A., currently serves as successor trustee, and the Securities (as defined
therein) issued thereunder, (c) the Indenture dated as of November 1, 1985
between Maxus Diamond Shamrock Corporation (as predecessor in interest to
Maxus) and Mellon Bank, N.A., as trustee,
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under which NationsBank, N.A., currently serves as successor trustee, as
trustee, and the Securities (as defined therein) issued thereunder, (d) the
Indenture dated as of April 1, 1988 between Maxus and Chemical Bank, as
trustee, and the Securities (as defined therein) issued thereunder, and (e)
the Indenture dated as of November 1, 1990 between Maxus and Chemical Bank,
as trustee and the Securities (as defined therein) issued thereunder, in
each case, as such agreements and instruments may be hereafter modified and
supplemented and in effect from time to time.

"Redeemable Stock" shall mean any class or series of capital stock of

any Person that by its terms or otherwise is required to be redeemed prior
to the final maturity of the Loans, or is redeemable at the option of the
holder thereof at any time prior to the final maturity of the Loans.

"Significant Subsidiary" shall mean a Subsidiary of YPF which is

material to the condition, financial or otherwise, or to the earnings,
operations, business affairs or business prospects of YPF and its
Subsidiaries taken as a whole.

"Suosidiary" shall mean, with respect to any Person, any corporation

or other business entity of which such Person owns or controls (either
directly or through another or other Subsidiaries) more than 50% of the
issued share capital or other ownership interest, in each case having
ordinary voting power to elect directors, managers or trustees of such
corporation or other business entity (whether or not capital stock or other
ownership interest of any other class or classes shall or might have voting
power upon the occurrence of any contingency).

"Tangible Net Worth" shall mean, as at any date, the amount for YPF

(determined in accordance with Argentine GAAP) of (a) shareholders' equity
as at such date minus (b) the sum of the following as at such date: the

cost of treasury shares and the book value of all assets that should be
classified as intangibles (without duplication of deductions in respect of
items already deducted in arriving at surplus and retained earnings) but in
any event including goodwill, minority interests, research and development
costs, trademarks, trade names, copyrights, patents and franchises,
unanortized debt discount and expense, all reserves for losses,
contingencies, or other liabilities (but only to the extent such reserves
were not deducted in arriving at shareholders' equity) and any write-up in
the book value of assets resulting from a revaluation thereof
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subsequent to December 31, 1994 other than as a result of the Merger.

"Total Capitalization" shall mean as at any date (a) Total

Indebtedness as at such date plus (b) shareholders' equity of YPF as at
such date.

"Total Indebtedness" shall mean as at any date all Indebtedness of YPF

and its Subsidiaries as of such date, determined on a consolidated basis in
accordance with Argentine GAAP.

"YPir Material Adverse Effect" shall mean the occurrence of any event

or condition with respect to YPF which has a material adverse effect on
(a) the financial condition, results of operations or the shareholders'
equity o:: YPF and its Subsidiaries taken as a whole, (b) the ability of YPF
to perform any of its payment or any of its other material obligations
under this Agreement, (c) the validity or enforceability of any of such
obligations, or (d) the ability of the Lenders or the Agent to enforce any
of their respective rights and remedies against YPF under this Agreement.

Section 2. The Guarantee.

2.01 The Guarantee. YPF hereby guarantees to each Lender and the

Agent and their respective successors and assigns the prompt payment in full
when due (whe.her at stated maturity, by acceleration or otherwise) of the
principal of and interest on the Loans made by the Lenders to, and, without
duplication, rhe Notes held by each Lender of, the Company and all other amounts
from time to time owing to the Lenders or the Agent by the Company under the
Credit Agreement and under the Notes, in each case strictly in accordance with
the terms thereof (such obligations being herein collectively called the
"Guaranteed Obligations"). YPF hereby further agrees that if the Company shall

fail to pay in full when due (whether at stated maturity, by acceleration or
otherwise) any of the Guaranteed Obligations, YPF will promptly pay the same,
without any demand or notice whatsoever, and that in the case of any extension
of time of payment or renewal of any of the Guaranteed Obligations, the same
will be promptly paid in full when due (whether at extended maturity, by
acceleration or otherwise) in accordance with the terms of such extension or
renewal.

2.02 Obligations Unconditional. The obligations of YPF under

Section 2.01 hereof are, to the fullest extent permitted by law, absolute and
unconditional irrespective of the value, genuineness, validity, regularity or
enforceability of the
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Credit Agreement, the Notes or any other agreement or instrument referred to
herein or therein, or any substitution, release or exchange of any other
guarantee of or any security for any of the Guaranteed Obligations, and, to the
fullest exten': permitted by applicable law, irrespective of any other
circumstance whatsoever that might otherwise constitute a legal or equitable
discharge or defense of a surety or guarantor, it being the intent of this
Section 2.02 "hat the obligations of YPF hereunder shall be absolute and
unconditional under any and all circumstances (other than full and final payment
of the Guaranteed Obligations). Without limiting the generality of the
foregoing, it is agreed that, to the fullest extent permitted by law, the
occurrence of any one or more of the following shall not alter or impair the
liability of YPF hereunder which shall remain absolute and unconditional as
described above and (to the fullest extent permitted by law) YPF hereby
irrevocably waives any defenses it may now or hereafter have in any way relating
to any and all of the following:

(i) at any time or from time to time, without notice to YPF, the time
for any performance of or compliance with any of the Guaranteed Obligations
shall be extended, or such performance or compliance shall be waived;

(ii) any of the acts mentioned in any of the provisions of the Credit
Agreement or the Notes or any other agreement or instrument referred to
herein or therein shall be done or omitted;

(iii) the maturity of any of the Guaranteed Obligations shall be
accelerated, or any of the Guaranteed Obligations shall be modified,
supplemented or amended in any respect, or any right under the Credit
Agreement or the Notes or any other agreement or instrument referred to
herein or therein shall be waived or any other guarantee of any of the
Guaranteed Obligations or any security therefor shall be released or
exchanged in whole or in part or otherwise dealt with; or

(iv) any lien or security interest granted to, or in favor of, the
Agent or any Lender or Lenders as security for any of the Guaranteed
Obligations shall fail to be perfected.

YPF hereby expressly waives diligence, presentment, demand of payment, protest
and all notices whatsoever, and any requirement that the Agent or any Lender
exhaust any right, power or remedy or proceed against the Company under the
Credit Agreement or the Notes or any other agreement or instrument referred to
herein or therein, or against any other Person under any other guarantee
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of, or security for, any of the Guaranteed Obligations. YPF hereby also
irrevocably waives any right contemplated by Articles 480 (second paragraph),
481 and 482 of the Argentine Commercial Code as well as any rights and powers
contemplated by Articles 1990, 1994, 2012, 2015, 2017, 2018, 2020, 2021, 2022,
2023, 2025, 2026, 2029, 2043, 2044, 2045, 2046, 2047, 2049 and 2050 of the
Argentine Civil Code.

2.0:3 Reinstatement. The obligations of YPF under this Section 2

shall be automatically reinstated if and to the extent that for any reason any
payment by or on behalf of the Company in respect of the Guaranteed Obligations
is rescinded or must be otherwise restored by any holder of any of the
Guaranteed Obligations, whether as a result of any proceedings in bankruptcy or
reorganization or otherwise, and YPF agrees that it will indemnify the Agent and
each Lender on demand for all reasonable costs and expenses (including, without
limitation, fees of counsel) incurred by the Agent or such Lender in connection
with such rescission or restoration, including any such costs and expenses
incurred in defending against any claim alleging that such payment constituted a
preference, fraudulent transfer or similar payment under any bankruptcy,
insolvency or similar law.

2.04 Subrogation. YPF hereby waives all rights of subrogation or

contribution, whether arising by contract or operation of law (including,
without limitation, any such right arising under the Federal Bankruptcy Code) o
otherwise by reason of any payment by it pursuant to the provisions of this
Section 2 and further agrees with the Company for the benefit of each of its
creditors (including, without limitation, each Lender and the Agent) that any
such payment tay it shall constitute a contribution of capital by YPF to the
Company (or a:n investment in the equity capital of the Company by YPF) .

2.05 Remedies. YPF agrees that, as between YPF and the Lenders, to

the fullest extent permitted by law, the obligations of the Company under the
Credit Agreement and the Notes may be declared to be forthwith due and payable
as provided i:i Section 9 of the Credit Agreement (and shall be deemed to have
become automatically due and payable in the circumstances provided in said
Section 9) for purposes of Section 2.01 hereof notwithstanding any stay,
injunction or other prohibition preventing such declaration (or such obligations
from becoming automatically due and payable) as against the Company and that, in
the event of such declaration (or such obligations being deemed to have become
automatically due and payable), such obligations (whether or not due and payable
by the Company) shall forthwith become due and payable by YPF for purposes of
said Section 2.01.
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2.05 Instrument for the Payment of Money. To the fullest extent

permitted by Law, YPF hereby (a) acknowledges that the guarantee in this
Section 2 constitutes an instrument for the payment of money, and (b) consents
and agrees that any Lender or the Agent, at its sole option, in the event of a
dispute by YPF in the payment of any moneys due hereunder, shall have the right
to bring motion-action under New York CPLR Section 3213.

2.07 Continuing Guarantee. The guarantee in this Section 2 is a

continuing guarantee, and shall apply to all Guaranteed Obligations whenever
arising.

2.03 Taxes. YPF covenants and agrees that:

(a) All payments on account of the Guaranteed Obligations by YPF to
the Agent and the Lenders, including, without limitation, amounts payable under
paragraph (b) of this Section 2.08, shall be made in Dollars, free and clear of
and without reduction by reason of any and all present and future income, stamp,
excise, asset, value added and other taxes and levies, imposts, deductions,
charges, compulsory loans and withholdings whatsoever imposed, assessed, levied
or collected by Argentina or any political subdivision or taxing authority
thereof or therein, together with interest thereon and penalties with respect
thereto, if any, on or in respect of this Agreement, the Guaranteed Obligations,
the registration, notarization or other formalization of any thereof, and any
payments of principal, interest, charges, fees or other amounts made on, under
or in respect thereof (hereinafter called "Argentine Taxes"), all of which will

be paid by YPF, for its own account, prior to the date on which penalties
attached thereto.

(b) YPF will indemnify the Agent and the Lenders against, and
reimburse the Agent and the Lenders on demand for, any Argentine Taxes and any
loss, liability, claim, or expense including interest, penalties, and legal fees
which the Agent or the Lenders may incur at any time arising out of or in
connection with any failure of YPF to make any payments of Argentine Taxes when
due.

(c) To the extent that YPF is required by applicable law, decree or
regulation to deduct or withhold Argentine Taxes from any amounts payable on,
under or in respect of this Agreement, or the Guaranteed Obligations, YPF shall
pay the Agent and the Lenders in Dollars such additional amounts as may be
required, after deduction or withholding of Argentine Taxes, to enable the Agent
and the Lenders to receive from YPF an amount equal to the amount stated to be
payable in respect of this Agreement or the Guaranteed Obligations.

<PAGE>
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(d) YPF shall furnish to the Agent and the Lenders original tax
receipts in respect of any withholding of Argentine Taxes required under this
Section 2.08 within 30 days after the date of each payment of interest which is
subject to any Argentine Taxes, and YPF shall promptly furnish to the Agent and
the Lenders a:iy other information, documents and receipts that the Agent and the
Lenders may, Ln their sole discretion from time to time, require to establish to
their satisfaction that full and timely payment has been made of all Argentine
Taxes required to be paid under this Section 2.08.

(e) YPF shall pay all present and future Argentine Taxes, including
but not limited to stamp taxes, imposts, contributions, charges, deductions,
withholdings, court taxes, duties and fees which are imposed, assessed, levied
or collected in connection with the execution, delivery, registration,
notarization, enforcement or any other act related thereto, of any of the Basic
Documents and any documents related thereto, and shall, upon notice from the
Agent or any Lender, reimburse the Agent or any Lender or its assigns for any
such taxes, imposts, contributions, charges, deductions, duties and fees.

Section 3. Representations and Warranties. YPF represents and

warrants to the Lenders and the Agent that:

3.01 Organization, Standing, etc. YPF is a sociedad anonima

(corporation) duly organized and existing and in good standing under the laws of
Argentina, has full corporate power and authority to own and operate its
properties, to carry on its business as now conducted and as proposed to be
conducted, to enter into this Agreement and to carry out the terms hereof.

3.02 Qualification. YPF and each of its Subsidiaries is duly

qualified and in good standing as a foreign corporation authorized to do
business in each jurisdiction (other than the jurisdiction of its incorporation
or organization) in which the nature of its activities or the character of the
properties it owns or leases makes such qualification necessary and in which the
failure so to qualify would have a YPF Material Adverse Effect.

3.03 Financial Statements. The consolidated balance sheets of YPF

and its Subsidiaries as at December 31, 1994, 1993 and 1992 and the related
consolidated statements of income, cash flows and changes in financial position
of YPF and its Subsidiaries for each of the fiscal years then ended, together
with related notes, such statements being accompanied by reports thereon of
Pistrelli, Diaz y Associados (associated with Arthur Andersen & Co.),
independent public accountants have been delivered to the Lenders. In addition,
the consolidated balance

<PAGE>
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sheet of YPF and its Subsidiaries as at March 31, 1995 and the related
consolidated statements of income, cash flows and changes in financial position
of YPF and its Subsidiaries for the fiscal quarter then ended have been
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delivered to -he Lenders. All such financial statements (including any related
schedules or notes) have been prepared in accordance with Argentine GAAP,
present fairly the consolidated financial position of YPF and its Subsidiaries
as at the respective dates of such consolidated balance sheets and the
consolidated results of operations, cash flows and changes in financial position
of YPF and its Subsidiaries for the fiscal periods ended on said dates (subject
to normal year end audit adjustments in the case of said financial statements at
March 31, 1995) . Since December 31, 1994 there have been no changes in the
business, financial condition, operations, assets or liabilities of YPF and its
Subsidiaries from that set forth in the consolidated balance sheet as of that
date, other than changes in the ordinary course of business which have not,
either individually or in the aggregate, had a YPF Material Adverse Effect.

3.03 Litigation, etc. Except as described on Schedule I hereto,

there is no action, suit, proceeding or investigation at law or in equity by or
before any court, governmental body, agency, commission or other tribunal now
pending or, to the best of YPF's knowledge after due inquiry, threatened against
or affecting YPF or its Subsidiaries or its or its Subsidiaries' property or
rights (a) which questions or would question the validity of this Agreement or
(b) as to which there is a significant possibility of an adverse determination
and which if adversely determined (i) may have a YPF Material Adverse Effect or
(ii) could impair the ability of YPF to perform its obligations hereunder.

3.05 Governmental Consents. No consent, approval or authorization

of, or declaration or filing with, any governmental authority is required for
the valid execution, delivery and performance by YPF of this Agreement.

3.06 Taxes. Under the laws of Argentina, the execution, delivery and

performance by YPF of its obligations hereunder and all payments of the
Guaranteed Obligations and other amounts hereunder are exempt from all income or
withholding taxes, stamp taxes, charges or contributions of Argentina or any
political subdivision or taxing authority thereof, irrespective of the fact that
the Agent or any of the Lenders may have a representative office or subsidiary
in Argentina; provided, however, that under current law payments of interest by

YPF under this Agreement would be subject to a withholding tax at the rate of
12% to the extent any such interest payments were deemed to be subject to the
income tax contemplated under Argentine law.
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3.07 Authorization. YPF has all necessary corporate power, authority

and legal right to execute, deliver and perform its obligations hereunder. This
Agreement has been duly authorized by all requisite corporate and other actions
and duly executed and delivered by an authorized officer of YPF, and is the
valid obligation of YPF, legally binding upon and enforceable against YPF in



accordance with its terms, except as such enforceability may be limited by
(a) applicable bankruptcy, insolvency, reorganization, moratorium or other
similar laws affecting the enforcement of creditors' rights generally and
(b) general principles of equity (regardless of whether such enforceability is
considered in a proceeding in equity or at law).

3.0EI No Conflicts. The execution, delivery and performance by YPF of

this Agreement: do not and will not violate the provisions of any applicable law
or regulation of Argentina (or of any political subdivision thereof) presently
in effect or any order of any court, regulatory body or arbitral tribunal or of
the estatutos of YPF, other than violations that individually or collectively

could not have a YPF Material Adverse Effect, and do not and will not constitute
a breach or default or require any consent under, or result in the creation of
any Lien on any of the present or future revenues and properties of YPF or any
of its Subsidiaries pursuant to, any agreement, instrument or document to which
YPF or any of its Subsidiaries is a party or by which YPF or any of its or its
Subsidiaries' respective properties or revenues may be bound or affected except
to the extent that such breaches, defaults or Liens individually or collectively
could not have a YPF Material Adverse Effect.

3.09 Commercial Obligations. YPF is subject to civil and commercial

law with respect to its obligations hereunder, and the execution, delivery and
performance by YPF of its obligations under this Agreement, constitute private
and commercial acts; and neither YPF nor any of its properties or revenues is
entitled to any right of immunity from suit, court jurisdiction, attachment
prior to judgment, attachment in aid of execution of a judgment, set-off,
execution of a judgment or from any other legal process with respect to such
obligations.

3.10 Enforceability. This Agreement is in proper legal form under

the laws of Argentina for the enforcement thereof against YPF in the courts of
Argentina and it is not necessary, to ensure the enforceability or admissibility
in evidence of this Agreement, that the same be filed or recorded with any court
or other authority in Argentina except that if this Agreement is enforced before
the courts of the city of Buenos Aires, the payment of a court tax of 3% on the
amount of the claim is required; and except further that an official
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Spanish translation of this Agreement is required to bring an action thereon in
the courts of Argentina.

3.11 Ranking. YPF's obligations under Section 2 hereof are direct

and unconditional general obligations of YPF and will rank in right of payment
at least pari passu with all other Indebtedness of YPF, except to the extent any

such other Ir.debtedness is accorded preference by reason of collateral security
for such other Indebtedness.

Page 30 of 3:



3.12 Environmental Matters. YPF has obtained all permits, licenses

and other authorizations which are required under all environmental laws and
regulations, except to the extent failure to have any such permit, license or
authorization would not have a YPF Material Adverse Effect. YPF is in
compliance with the terms and conditions of all such permits, licenses and
authorizations and of all other limitations, restrictions, conditions,
standards, prohibitions, requirements, obligations, schedules and timetables
contained in any applicable environmental law or in any regulation or code (as
such laws, regulations or codes are currently being interpreted or enforced) or
any plan, order, decree, judgment, injunction, notice or demand letter issued,
entered, promulgated or approved thereunder, except to the extent failure to
comply would rot have a YPF Material Adverse Effect.

3.13 Exploration, Permits, Etc. All oil and gas exploration permits

and production and transportation concessions held by YPF are in effect and YPF
is not in breach of any of its obligations thereunder or in connection therewith
that may potentially cause the forfeiture of its rights under said permits and
concessions or impair or otherwise affect the exercise of its rights thereunder
except to the extent that any such breach would not cause a YPF Material Adverse
Effect.

3.14 True
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PART I

ITEMS 1 AND 2. BUSINESS AND PROPERTIES.

Maxus Energy Corporation ("Maxus" or the "Company") was incorporated in
Delaware in 1983 to hold the stock of various corporations, the oldest of which
was founded in 1910. The Company, together with its subsidiaries, is an oil and
gas exploration and production company with ongoing international activity in
Indonesia, Ecuador, Bolivia, Venezuela and certain other countries, and domestic
activity primarily in the mid-continent region of the United States. Its
principal executive offices are located at 717 North Harwood Street, Dallas,
Texas 75201-6594, and :.ts telephone number is (214) 953-2000. In this report,
the terms "Company" and "Maxus" mean Maxus Energy Corporation, its subsidiaries
and their predecessors unless the context otherwise indicates.

The Company's comnon stock, $1.00 par value ("Common Stock"), is wholly
owned by YPF Sociedad Anonima ("YPF"), an Argentine sociedad anonima. On March
6, 1995, a tender offer for the Company's Common Stock was commenced by YPF
Acquisition Corp. (the "Purchaser" or "YPFA Corp."), a wholly owned subsidiary
of YPF, at $5.50 per share. Pursuant to the tender offer, in April 1995, the
Purchaser acquired approximately 88.5% of the then-outstanding shares of Common
Stock. On June 8, 1995. a special meeting of the stockholders of the Company was
held to approve the Agreement of Merger ("Merger Agreement") dated February 28,

Non-Responsive
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1995, between the Company, the Purchaser and YPF. The holders of the Company's
Common Stock along with the holders of the Company's $4.00 Cumulative
Convertible Preferred Stock ("$4.00 Preferred Stock") approved the Merger
Agreement; the Purchaser was merged into the Company (the "Merger") on June 8,
199:>; and, pursuant to the terms of the Merger Agreement, shares of the
Company's Common Stock outstanding on the date of the Merger were converted into
the right to receive $5.50 per share. The $4.00 Preferred Stock and the
Company's $2.50 Cumulative Preferred Stock ("$2.50 Preferred Stock") remain
outstanding, and the powers, preferences and rights of such preferred stock,
including conversion rights of the $4.00 Preferred Stock, were not affected by
the Merger.

Effective April 1, 1995, the Company used the purchase method of accounting
to record the acquisition of the Company by YPF. In a purchase method
combination, the purchase price is allocated to acquired assets and assumed
liabilities based on their fair values at the date of acquisition. As a result,
the Company's assets and liabilities were revalued to reflect the approximate
$162 million cash purchase price paid by YPF to acquire the Company. Due to the
application of purchase accounting on April 1, 1995, financial information
post-merger is not comparable to prior periods. Therefore, financial information
is presented separately for pre-Merger (years ending December 31, 1994 and 1993,
and the three-month period ending March 31, 1995) and post-Merger periods (nine
months ending December 31, 1995). The Company's sales or transfers between
geographic areas were rot significant in each year in the period ended December
31, 1994 and 1993 and the three months ended March 31, 1995 and the nine months
ended December 31, 199E. Operating revenues from export sales to unaffiliated
customers located outside the United States were less than 10% of the Company's
consolidated sales and operating revenues in each year in the two-year period
ended December 31, 1994 and the three months ended March 31, 1995 and the nine
months ended December :•!, 1995. Information concerning outside sales and
operating profit by geographic area for the nine months ended December 31, 1995
and identifiable assets by geographic area as of December 31, 1995 is presented
on page F-43 of this re:port. Information concerning outside sales and operating
profit by geographic area for the three months ended March 31, 1995 and for the
twelve months ended December 31, 1994 and 1993 and identifiable assets by
geographic area as of March 31, 1995 and December 31, 1994 and 1993 is presented
on pages F-9 and F--10 of this report.

Exploration and Production — International

Indonesia

The Company has interests in production sharing contracts with Pertamina,
Indonesia's state oil company, for the exploration, development and production
of oil and gas in two primary areas in the Java Sea—Southeast Sumatra and
Northwest Java. These areas accounted for 81% of the Company's total net

2
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production of oil during 1995. The Company's working interest in the Southeast
Sumatra production sharing contract is 55.7% and in the Northwest Java
production sharing contract is 24.3%. The Company is the operator of the
Southeast Sumatra bloc):, and Atlantic Richfield Company ("ARCO") is the operator
of the Northwest Java block.

The Indonesian production sharing contracts allow the Company to recover,
subject to available production, tangible and intangible costs of exploration,
intangible costs of production and operating costs on a current basis and
tangible costs of production generally over a seven-year period. After recovery
of those costs and fulfillment of a domestic market obligation for oil, the
contractors curren-ly receive 34% of the oil produced and 79.5% of the gas
produced before Indonesian taxes, the statutory rate for which is 56%. The
Southeast Sumatra and Northwest Java production sharing contracts extend to 2018
and 2017, respectively.

The Company has g.is projects in both the Northwest Java and Southeast
Sumatra contract areas. In 1992, ARCO began developing gas reserves in Northwest
Java. Production from "his project, which began delivery to Jakarta in 1993,
averaged 255 million cubic feet per day ("mmcfpd") (gross) during 1995. In
Southeast Sumatra, where the Company has certified (but not included in its
proved reserves because of an absence of a contract of sale) 300 billion cubic
feet ("bcf") of gross >jas reserves, the Company is negotiating with Pertamina
for a gas sales contract to supply Jakarta or other markets. Although the
Company cannot give an/ assurance that a contract will ultimately be signed,
management currently believes that these negotiations will eventually lead to a
satisfactory gas sales contract and a profitable market for the Company's
Southeast Sumatra natural gas.
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During 1995, six exploration and 18 development wells were drilled in the

Northwest Java contract area, which added 28 million barrels (gross) of oil and
237 bcf (gross) of gas to proved reserves. During 1995, the Company drilled 14
exploration and 20 development wells in the Southeast Sumatra contract area
which added 19.4 million barrels (gross) of proved oil reserves.

Exploration activities replaced 43% of net production of oil and gas for
the Southeast Sumatra and Northwest Java blocks in 1995. The Company plans to
drill fewer exploration wells (ten) in the Southeast Sumatra block in 1996 than
it did in 1995 (14), and will shift its emphasis and spending toward drilling
in-fill wells, increasing workovers, reducing lifting costs and securing
conditions to commercialize small oil fields discovered in previous years that
were considered uneconomic under then-prevailing operating cost and sales price
assumptions.

Ecuador

The Company is the operator of and has a 35% working interest in the Block
16 project in eastern Ecuador from which production began in 1994. During 1995,
the main access road to the northern and southern fields, the oil pipeline to
the southern fields and water disposal lines were completed, along with the
construction of wellpads for the following southern fields, as well as Water
Disposal Pad #1: Amo B, Iro A and Ginta B. This allowed continued development
drilling in these fields in the southern area which averaged 6,038 gross barrels
of oil production per day during 1995. Production from the Amo field was
recorded in November 1995, and production from the Iro and Ginta fields is
projected to be recorded in the first half of 1996. Production from the northern
fields averaged approximately 22,800 gross barrels of oil per day ("bpd") in
1995.

Pipeline capacity available to the Company is sufficient to transport only
about 60% of the daily oil the Company expects to be able to produce in Ecuador,
and none of the various projects to increase transportation capacity that have
been considered has been approved by the government of Ecuador. In addition, the
Company is involved in a number of contract, auditing and certification disputes
with various government entities. Together, the lack of pipeline capacity and
the various disputes with government entities are retarding the Company's
ability to proceed with the economic development of Block 16. Although the
Company can give no assurances concerning the outcome of the discussions,
progress has recently been made on several important issues. The Company intends
to reduce program spenc.ing in Ecuador in 1996 to $19 million from $32 million in
1995.
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Bolivia

In Bolivia, total daily oil production averaged approximately 6,400 gross
bpd during 1995 from ten wells located in the Surubi Field of the Mamore I
Block, a 1.6 million acre concession of which the Company is the operator and
owns a 50% interest. Production in the Mamore I Block increased to 9,500 gross
bpd at year-end 1995, £s compared to 4,200 gross bpd at the end of 1994. The
Mamore I Block is currently the source of approximately 30% of Bolivia's liquid
hydrocarbon production; the majority of Bolivian fields produce primarily
natural gas and condensate. Proven Surubi area gross reserves were estimated at
28 million barrels of oil at January 1, 1996 by Gaffney, Cline 4 Associates
("Gaffney, Cline"), independent reserve engineers. In addition, the Company has
a 12.5% non-operat:i.ng interest in the Secure Block which is adjacent to and west
of Mamore I. In 1995, the Company conducted a seismic program covering
approximately 450 kilometers of the Secure Block and plans to continue this
program in 1996. During 1995, the Company signed a contract to acquire a 25%
interest in the Caipipendi Block operated by Chevron Corporation.

Venezuela

Discovered in 1928, the Quiriquire field in Venezuela was produced through
1985. In 1993, it was offered as a reactivation field as part of the Venezuelan
second round of bids, at which time Maxus (95%) and Otepi Consultores, S.A.,
predecessor to Corporacion Energetica S.21, C.A., (5%) signed a contract for the
unit with Lagoven, an affiliate of Petroleos de Venezuela, S.A. In 1994, the
Company conveyed a 45% interest in the Quiriquire Unit to BP Exploracion de
Venezuela S.A., reducing its previous 95% interest in the unit to 50%. The
contract with Lagoven requires a $36 million investment in drilling and seismic
programs by mid-year 1'397, the Company's share of which is $18 million. To date,
the Company has completed the performance of a three-dimensional seismic program
on the Quiriquire Unit. In addition, it has commenced the drilling of one of two
commitment exploratory wells and has begun a reactivation program, including the
drilling of one delineation well. The Quiriquire Unit currently produces
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approximately 2,000 gross bpd of crude oil. In January 1996, the Company
acquired an interest in a second block, Guarapiche, adjacent to the Quiriquire
Unit. The Guarapiche block is operated by BP Exploration Orinoco Limited.

Other Foreign Countries

The Company is also undertaking exploration and production activities in
three other foreign areas. In the East China Sea, the Company operates two
blocks, one in which it has a 60% working interest and one in which it has a
100% working interest. Two and three dimensional seismic surveys on the blocks
have; been completed. During 1995, a dry hole was drilled, and in the first
quarter of 1996 a second dry hole was drilled. The Company's exploration
commitment in the East China Sea is fulfilled and management does not intend to
continue activities in that area. In Tunisia, during 1995, the Company
relinquished its interest in the 1.1 million acre Djebel Oust Block. The Company
converted its seismic option on the Zembra permit, Tunisia, to an exploration
license during 1995. In Bulgaria, during 1995, the Company drilled its second
dry hole on a one million acre block which was subsequently relinquished.

During December 1995, the Company sold its overriding royalty interest in
the Recetor Block, Colombia, to British Petroleum for $25 million.

The Company's foreign petroleum exploration, development and production
activities are subject to political and economic uncertainties, expropriation of
property and cancellation or modification of contract rights, foreign exchange
restrictions and other risks arising out of foreign governmental sovereignty
over the areas in which the Company's operations are conducted, as well as risks
of loss in some countries due to civil strife, acts of war, guerrilla activities
and insurrection.

Exploration and Production—Domestic

Through its wholly owned subsidiary, Midgard Energy Company ("Midgard"),
the Company currently focuses its domestic exploration and production efforts in
the Texas Panhandle anc. western Oklahoma where it has substantial investments in
natural gas gathering systems that are used to aggregate gas produced and
purchased by the Compar.y for processing and resale. The Company owns and
operates two gas processing
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plants in the area: its. Sunray plant in Moore County, Texas and a plant in Roger
Mills County, Oklahoma. The Sunray plant, which was completed in 1993,
incorporates state-of-the-art technology, including a cold box for extraction of
helium. It can process approximately 200 mmcfpd at peak operation and, as of
February 1, 1996, was processing approximately 175 mmcfpd.

In 1995, Midgard completed 75 net wells, as compared to 26 net wells
completed in 1994. The predominant portion of the wells drilled during 1995 were
completed during the second half of the year. At December 1995, net production
was 138 mmcfpd, an increase of 11% from the average for the first half of 1995
of 125 net mmcpd. Proved reserves of 70.4 bcf equivalent (net) were added during
1995, a significant increase from the 23 bcf equivalent (net) added in 1994.
Midgard acquired 26 bcf equivalent (net) of reserves through producing property
acquisitions in 1995. Twenty-two net wells were recompleted in 1995, an increase
of 14 (net) over 1994"s recompletions. Proved reserves as of January 1, 1996
were 594 bcf equivalent: (net), an increase of 16% over proved reserves of 513
bcf equivalent (net) a:i of January 1, 1995. The Company replaced 268% of its
production in 1995.

In 1996, Midgard':; development plans include the continuation of its
in-fill drilling program at a level comparable to 1995 and efforts to maximize
processed volumes zhrough gathering systems upgrades. Additionally, Midgard
expects to pursue strategic acquisition opportunities in the gathering,
processing and producing properties sectors, while drilling a portfolio of
higher risk exploration wells to complement its lower risk in-fill drilling
program.

The Company has begun discussions with other companies concerning the
establishment of a joint venture or other alliance with regard to Midgard's
business and assets. The objective of such a joint venture or alliance would be
lowering unit costs, cheating economies of scale and improving marketing
leverage. No joint venture or other partner has been selected and no assurances
car be given that attempts to establish a joint venture or other alliance will
be successful.

Oil and Gas Operations



Average sales prices and production costs of crude oil and natural gas
produced by geographic £.rea for each year in the two-year period ended December
31, 1994, the three months ended March 31, 1995 and the nine months ended
December 31, 1995 were as follows:

<TABLE>
<CAFTION>

NINE MONTHS
ENDED

DECEMBER 31,
1995

THREE MONTHS
ENDED MARCH

31, 1995
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YEAR ENDED
DECEMBER 31,

1994 1993

United States
Average Sales Price

Crude Oil (per barrel)
Natural Gas Liquids (per barrel)
Natural Gas Sold (per mcf) (a) ,
Natural Gas Produced (per mcf)(b)
Average Production Cost (per barrel)(c).

Indonesia
Average Sales Price

Crude Oil (per barrel)
Natural Gas Liquids (per barrel)
Natural Gas Sold iper mcf)(a)
Natural Gas Produced (per mcf) (b)
Average Production Cost (per barrel)(c),

South America
Average Sales Price

Crude Oil (per barrel)
Average Production Cost (per barrel)(c),

</TABLE>

$16.29
$10.42
$ 1.54
$ 1.97
$ 3.39

$17.01
$14.33
$ 2.62
$ 2.64
$ 6.44

$12."79
$ 6.30

$16.07
$10.27
$ 1.42
$ 1.89
$ 3.74

$17.54
$19.19
$ 2.65
$ 2.73
$ 7.42

$12.58
$ 8.99

$13.89
$10.02
$ 1.89
$ 2.10
$ 3.37

$15.61
$ 9.42
$ 2.24
$ 2.53
$ 6.18

$12.58
$ 9.36

$16.99
$11.08
$ 2.13
$ 2.26
$ 3.61

$17.31
$10.57
$ 1.30
$ 2.35
$6.67

NA
NA

(a) The average natural gas price for sales volumes is calculated by dividing
the total net sales value for all natural gas sold by the Company,
including residue gas remaining after the removal of natural gas liquids,
by the annual natural gas sales volume.

(b] The average natural gas price for produced volumes is calculated by dividing
the total net value received from the sale of natural gas and natural gas
liquids produced by the Company by the annual natural gas production
volume,

(cl Production or lifting cost is exclusive of depreciation and depletion
applicable to capitalized lease acquisition, exploration and development
expenditures. Average production costs are calculated by dividing total
operating costs by the sum of crude oil and equivalent barrels of oil for
natural gas production. Gas volumes produced were converted to equivalent
barrels of crude oil by dividing the mcf volume by six. Six mcf of gas have
approximately the heating value of one barrel of crude oil.

The Company periodically hedges against the effects of fluctuations in the
prices of crude oil and natural gas through price swap agreements and futures
contracts. A hedging program covered an average of 25% of the Company's United
States natural ga.3 production during 1995 and covered up to 90% of such
production during the first quarter of 1996. Currently, the only remaining 1996
United States natural gas production which is hedged is approximately 30% of
April and June 1996 production; however, management intends to hedge up to 901
of the remaining prodjction for the year in the event that gas prices reach
certain targeted levels.

Information regarding the Company's oil and gas producing activities for
the periods indicated is set forth on pages F-30 through F-34 and F-64 through
F-68 of this report. The Company's estimates of its net interests in proved
reserves at December 31, 1995 are based upon records regularly prepared and
maintained by its; engineers. In 1995, the Company filed estimates of certain of
its proved reserves cf crude oil and natural gas in the United States at
December 31, 1994 with the United States Department of Energy. The total reserve
estimates included therein do not differ by more than 5% from the total reserve
estimates for the comparable period for the same reserves included in the
Company's filings with the Securities and Exchange Commission.

The following table shows the Company's average daily sales and net
production (after deducting royalty and operating interests of others) by
geographic area for ';he periods presented.



<TABLE>
<CAFTION>

NINE MONTHS
ENDED

DECEMBER 31,
1995

THREE MONTHS
ENDED

MARCH 31,
1995
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YEAR ENDED
DECEMBER 31,

1994 1993

Uni.t..ed States
Average Daily Production

Crude Oil (m barrels)
Natural Gas (mmcf) (a) ,

Average Daily Sales
Natural Gas Liquids (m barrels),
Natural Gas (mmcf)(b)

Indonesia
Average Daily Production

Crude Oil (m barrels)
Average Daily Sales

Natural Gas Liquids (m barrels).
Natural Gas (mmcf)(b)

South America
Average Daily Production

Crude Oil (m barrels)
Average Daily Sales

Crude Oil (m barrels)
</TABLE>

1.1
130

8.7
104

53.0

1.7
61

12.4

10.4

1.0
125

8.8
98

52.0

0.9
45

8.5

6.9

2.4
156

8.2
131

59.3

2.1
44

4.6

5.2

4.9
208

7.6
181

62.4

1.5
13

NA

NA
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(a) Reflects the average amount of daily wellhead production.

(b) Average daily sales volumes for natural gas production, reduced, in those
cases where the ga:; is processed for extraction of natural gas liquids, by
the shrinkage resulting therefrom.

In addition to gathering and processing a substantial part of the natural
gas produced by the Company, the Company purchases natural gas in the Texas
Panhandle and western Oklahoma for resale. The majority of this natural gas is
processed through the Company's processing facilities. The table below reflects
the average daily sale;3 and average sales prices received for such purchased
natural gas and the natural gas liquids extracted in processing for the periods
presented.

<TABLE>
<CAPTION>

NINE MONTHS
ENDED

DECEMBER 31,
1995

THREE MONTHS
ENDED

MARCH 31, .
1995

Average Sales Price
Natural Gas Liquids (per barrel)
Natural Gas (per mcf)

Average Daily Sales
Natural Gas Liquids (m barrels).
Natural Gas (mmcf)

</TABLE>

YEAR ENDED
DECEMBER 31,

1994 1993

$10.57
$ 1.42

8.9
68

$10.48
$ 1.49

9.6
69

$10.12
$1.90

9.7
144

$11.19
$ 1.99

9.8
184

The following tables set forth information regarding the Company's wells
and leasehold acres. "Gross" wells or acres are the total number of wells or
acres in which the Company owns any interest. "Net" wells or acres are the sum
of the fractional work.ing interests the Company owns in gross wells or acres.
"Productive" wells; are- either producing wells or wells capable of commercial
production although currently shut-in. One or more completions ("multiple
completions") in the same bore hole are counted as one well.

At December 31, 1995, total gross and net productive oil and gas wells,
including multiple conpletions, by geographic area were as follows:

<TABLE>
<CAPTION>

WELLS

OIL GAS
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GROSS NET GROSS NET

Oil and Gas Wells
United States...
Indonesia
South America...

Total
Multiple Completions

United States...
Indonesia

Total
</TABLE>

363
708
38

1109

0
84
84

238.4
269.8
15.4

523.6

0.0
20.4
20.4

At December 31, 1995, total gross and net developed and undeveloped acreage
by geographic area was as follows:

<TABLE>
<CAPTION>

UNITED
STATES INDONESIA

SOUTH
AMERICA

1467
12
0

1479

35
0
35

1126.4
2.9
0.0

1129.3

18.2
0

18.2

OTHER
FOREIGN

Gross Acres
Developed Acres 551, 141
Undeveloped Acres 315, 605

Total 866,746
Net. Acres

Developed Acres 465,982
Undeveloped Acres 179, 620

Total 645, 602
</TABLE>

143,330
7,712,042

7,855,372

54,024
2,709,540

2,763,564

8,405
8,553,752

8,562,157

3,501
2,289,955

2,293,456

-0-
2,157,677

2,157,677

-0-
1,799,876

1,799,876
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Exploration and Development Activities

Drilling activities of the Company for each year in the three-year period
ended December 31, 1995 are summarized by geographic area in the following
table:

<TABLE>
<CAPTION>

FOR THE YEAR ENDED
DECEMBER 31,

1995 1994 1993

Gross wells drilled(a)
United States

Exploratory
O i l 0 0 0
Gas 0 1 2
D r y 2 6 2

Total 2 7 4
Development

Oil 3 2 10
Gas 73 44 29
Dry 5 4 4

Total 81 50 43
Indonesia

Exploratory
Oil 0 3 0
G a s 0 0 0
Dry 12 7 0

Total 12 10 0
Development

Oil 35 38 46
Gas 0 1 14
Dry 2 2 25
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Total..

South America
Exploratory
Oil
Gas
Dry

Total..
Development
Oil
Gas
Dry

Total..
Other Foreign

Exploratory
Oil
Gas
Dry

Total.
</TABLE>

<PAGE>

<TABLE>
<CAPTION>

37

17
0
0

17

41

13
0
0

13

85

FOR THE YEAR ENDED
DECEMBER 31,

1995 1994 1993

Development
Oil 0 0 0
Gas 0 0 0
Dry 0 0 0

Total 0 0 0
Net Wells Drilled (a)
United States

Exploratory
Oil 0.0 0.0 0.0
Gas 0.0 1.0 1.7
Dry 1.5 3.5 1.9

Total 1.5 4.5 3.6
Development

Oil 3.0 0.2 1.7
Gas 65.7 22.1 18.5
Dry 5.0 1.6 2.1

Total 73.7 23.9 22.3
Indonesia

Exploratory
Oil 0.0 0.7 0.0
Gas 0.0 0.0 0.0
Dry 6.4 3.3 0.0

Total 6.4 4.0 0.0
Development

Oil 14.5 17.1 17.5
Gas 0.0 0.2 3.4
Dry 1.1 0.5 9.1

Total 15.6 17.8 30.0
South America

Exploratory
Oil 4 0.4 2.0
Gas 0.0 0.0 0.0
Dry 6 0.0 2.1

Total 1.0 0.4 4.1
Development

Oil 7.2 4.6 2.0
Gas 0.0 0.0 0.0
Dry 0.0 0.0 0.0

Total 7.2 4.6 2.0



Other Foreign
Exploratory
Oil
Gas
Dry

Total
</TABLE>

0.0
0.0
2.6

2.6

0.0
0.0
0.0

0.0
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0.0
0.0
0.0

0.0
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<TABLE>
<CAFTION>

Development
Oil
Gas
Dry

Total
</TABLE>

FOR THE YEAR ENDED
DECEMBER 31,

1995 1994 1993

0.0
0.0
0.0

0.0

0.0
0.0
0.0

0.0

0.0
0.0
0.0

0.0

(a) "Gross" wells means all wells in which the Company has an interest.
wells means gross /tells after deducting interests of others.

"Net"

At December 31, 1995, the Company was participating in the drilling of 7
gross and 6.3 net wells in the United States, 4 gross and 1.6 net wells in
Indonesia and 2 gross and .8 net wells in areas outside the United States other
than Indonesia.

Competition and Markets

The primary markets for the Company's Indonesian oil production are the
Pacific Rim countries, including Japan, China and Indonesia. The increasing
environmental consciousness of this region has resulted in premium prices for
low sulfur oil such as that produced from the Southeast Sumatra and Northwest
Java areas. The Company has ongoing business relationships with government oil
companies, utilities, refiners and trading companies which are expected to
continue to facilitate sales in this area. The Company believes that the
long-term potential for growth in natural gas demand in North America remains
high due to environmental advantages of natural gas relative to other sources of
energy; however, market prices remain extremely volatile, with weather and
regional supply and demand imbalances causing the potential for large monthly
price swings. The Company has concentrated its domestic natural gas production
in its mid-continent division (Midgard) , which encompasses the Texas Panhandle
and western Oklahoma. The Company's Sunray gas plant is located near the
intersection of three major interstate pipelines, giving the Company a choice of
markets for its gas sales, thereby enabling it to maximize prices. Approximately
25% of the Company's natural gas sales in 1995 were made directly to local gas
distribution companies and industrial and agricultural users through term
contracts, and the remaining 75% was sold on the spot market.

The Company sells crude oil, natural gas and natural gas liquids to a wide
number of customers, including refineries, industrial consumers and utilities.
Oil and gas are essentially commodities, and the Company's production represents
only a small fraction of the total world markets for these products. As a
result, the prices the Company receives depend primarily on the relative balance
between supply and demand in these markets.

The world oil market continues to be subject to uncertainty. Iraq has not
yet legally resumed oil sales due to its failure to agree to United Nations
imposed conditions on such sales, but the possibility of renewed Iraqi
production continues tc overhang the market. Oil prices showed some positive
gains in 1995, but continue to be subject to volatile price swings due to the
maintenance of lower inventories by refining centers and increased competition
for the limited growth in demand in developed countries from additional
availabilities from nor-OPEC countries and excessive OPEC production.

Health, Safety and Er.vironmental Controls

Federal, state and local laws and regulations relating to health and
environmental quality in the United States as well as environmental laws and
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regulations of other countries in which the Company operates affect nearly all
of the operations of the Company. These laws and regulations set various
standards regulating certain aspects of health and environmental quality,
provide for penalties and other liabilities for the violation of such standards
and establish in certain circumstances remedial obligations. In addition,
especially stringent measures and special provisions may be appropriate or
required in environmentally sensitive foreign areas of operation, such as those
in Ecuador.
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Many of the Company's United States operations are subject to requirements
of the Safe Drinking Water Act, the Clean Water Act, the Clean Air Act (as
amended in 1990), the Occupational Safety and Health Act, the Comprehensive
Environmental Response, Compensation and Liability Act of 1980, as amended
("CERCLA"), and other federal, as well as state, laws. Such laws address, among
other things, limits on the discharge of wastes associated with oil and gas
operations, investigation and clean-up of hazardous substances, and workplace
safaty and health. In addition, these laws typically require compliance with
associated regulations and permits and provide for the imposition of penalties
for noncompliance. The Clean Air Act Amendments of 1990 may benefit the
Company's business by increasing the demand for natural gas as a clean fuel.

The Company believes that its policies and procedures in the area of
pollution control, product safety and occupational health are adequate to
prevent unreasonable risk of environmental and other damage, and of resulting
financial liability, ir connection with its business. Some risk of environmental
and other damage is, however, inherent in particular operations of the Company
and, as discussed below, the Company has certain potential liabilities
associated with former operations. The Company cannot predict what environmental
legislation or regulations will be enacted in the future or how existing or
future laws or regulations will be administered or enforced. Compliance with
more stringent laws or regulations, as well as more vigorous enforcement
policies of the regulatory agencies, could in the future require material
expenditures by the Company for the installation and operation of systems and
equipment for remedial measures and in certain other respects.

In connection with the sale of the Company's former chemical subsidiary,
Diamond Shamrock Chemicals Company ("Chemicals"), to Occidental Petroleum
Corporation ("Occidentc.l") in 1986, the Company agreed to indemnify Chemicals
and Occidental from and against certain liabilities relating to the business or
activities of Chemicals, prior to the September 4, 1986 closing date (the
"Closing Date"), including certain environmental liabilities relating to certain
chemical plants and was.te disposal sites used by Chemicals prior to the Closing
Date.

In addition, the Company agreed to indemnify Chemicals and Occidental for
50i of certain environmental costs incurred by Chemicals for which notice is
given to the Company within 10 years after the Closing Date on projects
involving remedial activities relating to chemical plant sites or other property
used in the conduct; of the business of Chemicals as of the Closing Date and for
any period of time following the Closing Date, with the Company's aggregate
exposure for this cost sharing being limited to $75 million. The total expended
by the Company under this sharing arrangement was about $39 million as of
December 31, 1995. Occidental Chemical Corporation ("OxyChem"), a subsidiary of
Occidental, and Henkel Corporation ("Henkel"), an assignee of certain of
Occidental's rights and obligations, have filed a declaratory judgment action in
Texas state court with respect to the Company's agreement in this regard. (See
"Item 3. Legal Proceed].ngs. ")

In connection with the spin-off of Diamond Shamrock RSM, Inc., now known as
Diamond Shamrock, Inc. ("DSI"), in 1987, the Company and DSI agreed to share the
costs of losses (other than product liability) relating to businesses disposed
of prior to the spin-off, including Chemicals. Pursuant to this cost-sharing
agreement, the Company bore the first $75 million of such costs and DSI bore the
next $37.5 million. Under the arrangement, such ongoing costs are now borne
one-third by DSI and tuo-thirds by the Company. This arrangement will continue
until DSI has borne an additional $47.5 million, following which such costs will
be borne solely by the Company. As of December 31, 1995, DSI's remaining
responsibility is approximately $8 million.

In 1995, the Company spent $6 million in environmental related expenditures
in its oil and gas operations. Expenditures in 1996 are expected to be
approximately $8 million.

The Company's total expenditures for environmental compliance for disposed
of businesses, including Chemicals, were approximately $38 million in 1995, $12
million of which was recovered from DSI under the above described cost-sharing
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agreement. Those expenditures are projected to be approximately $23 million in
1996 after recovery from DSI under such agreement.
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The insurance companies that wrote Chemicals' and the Company's primary and
excess insurance during the relevant periods have to date refused to provide
coverage for most cf Chemicals' or the Company's cost of the personal injury and
property damage claims related to environmental claims, including remedial
activities at chemical plant sites and disposal sites. In two actions filed in
New Jersey state court, the Company has been conducting litigation against all
of these insurers for declaratory judgments that it is entitled to coverage for
certain of these claims. In 1989, the trial judge in one of the New Jersey
actions ruled that there is no insurance coverage with respect to the claims
related to the Newark plant (discussed below). The trial court's decision was
upheld on appeal and that action is now ended. The other suit, which is pending,
covers disputes with respect to insurance coverage related to certain other
environmental matters.

Newark, New Jersey. A consent decree, previously agreed upon by the U.S.
Environmental Protection Agency (the "EPA"), the New Jersey Department of
Environmental Protection and Energy (the "DEP") and Occidental, as successor to
Chemicals, was entered in 1990 by the United States District Court of New Jersey
and requires implementation of a remedial action plan at Chemicals' former
Newark, New Jersey agricultural chemicals plant. Engineering for such plan,
which will include an engineering estimate of the cost of construction, is
progressing. Construction is expected to begin in 1997, cost approximately $22
million and take three to four years to complete. The work is being supervised
and paid for by the Company pursuant to its above-described indemnification
obligation to Occidental.

Studies have indicated that sediments of the Newark Bay watershed,
including the Passaic River adjacent to the plant, are contaminated with
hazardous chemicals from many sources. Studies performed by the Company and
others suggest that contaminants historically discharged by the Newark plant are
buried under several feet of more recent sediment deposits and are not moving.
The Company, on behalf of Occidental, negotiated an agreement with the EPA under
which the Company is conducting further testing and studies to characterize
contaminated sediment in a six-mile portion of the Passaic River near the plant
site. The Company currently expects such testing and studies to be completed in
1939 and cost from $4 million to $6 million after December 31, 1995. The Company
has been conducting similar studies under its own auspices for several years.
Until these studies ate completed and evaluated, the Company cannot reasonably
forecast what regulatory program, if any, will be proposed for the Passaic River
or the Newark Bay watershed.

Hudson County, New Jersey. Until 1972, Chemicals operated a chromium ore
processing plant at Kearny, New Jersey. According to the DEP, wastes from these
ore processing operations were used as fill material at a number of sites in
Hudson County.

As a result of negotiations between the Company (on behalf of Occidental)
and the DEP, Occidental signed an administrative consent order with the DEP in
1990 for investigation and remediation work at certain chromite ore residue
sites in Kearny and Sccaucus, New Jersey. The work is being performed by the
Company on behalf of Occidental, and the Company is funding Occidental's share
of the cost of investigation and remediation of these sites and is currently
providing financial assurance for performance of the work in the form of a
self-guarantee in the amount of ?20 million subject to the Company's continuing
ability to satisfy certain financial tests specified by the State. This
financial assurance may be reduced with the approval of the DEP following any
annual cost review. While the Company has participated in the cost of studies
and is implementing interim remedial actions and conducting remedial
investigations and feasibility studies, the ultimate cost of remediation is
uncertain. The Company anticipates submitting its investigation and feasibility
reports to the DEP in late 1996 or 1997. The results of the DEP's review of
these reports could impact the cost of any further remediation that may be
required. In addition, the DEP has indicated that it expects Occidental and the
Company to participate with the other chromium manufacturers in the funding of
certain remedial activities with respect to a number of so-called "orphan"
chrome sites located in Hudson County, New Jersey. Occidental and the Company
have declined participation as to those sites for which there is no evidence of
the presence of residue generated by Chemicals. The Governor of New Jersey
issued an Executive Order requiring state agencies to provide specific
justification for any state requirements more stringent than federal
requirements. The DE!' has indicated that it may be revising its soil action
level upwards toward;; the higher soil screening levels proposed by the EPA in
1994.
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Painesville, Ohio. From about 1912 through 1976, Chemicals operated
manufacturing facilities in Painesville, Ohio. The operations over the years
involved several discrete but contiguous plant sites over an area of about 1,300
acres. The primary area of concern historically has been Chemicals' former
chromite ore processing plant (the "Chrome Plant"). For many years, the site of
the Chrome Plant has been under the administrative control of the EPA pursuant
to an administrative consent order under which Chemicals is required to maintain
a clay cap over the site and to conduct certain ground water and surface water
monitoring. Many other sites have previously been clay-capped and one specific
sit?, which was a waste disposal site from the mid-1960s until the 1970s, has
been encapsulated and is being controlled and monitored. In September 1995, the
Ohio Environmental Protection Agency (the "OEPA") issued its Directors' Final
Findings and Order (the "Director's Order") by consent ordering that a remedial
investigation and feasibility study (the "RIFS") be conducted at the former
Painesville plant area. The Company has agreed to participate in the RIFS as
required by the Director's Order. It is estimated that the total cost of
performing the RIFS will be $3 million to $5 million over the next three years.
In spite of the many remedial, maintenance and monitoring activities performed,
the former Painesville plant sites have been proposed for listing on the
National Priority List under CERCLA; however, the EPA has stated that the site
will not be listed so long as it is satisfactorily addressed pursuant to the
Director's Order arid OEPA's programs. The scope and nature of any further
investigation or remediation that may be required cannot be determined at this
time.

Other Former Plant. Sites. Environmental remediation programs are in place
at all other former plant sites where material remediation is required in the
opinion of the Company. Former plant sites where remediation has been completed
are being maintained arid monitored to insure continued compliance with
applicable laws and regulatory programs.

Third Party Sites. Chemicals has also been designated as a potentially
responsible party ("PRP") by the EPA under CERCLA with respect to a number of
third party sites, primarily off of Chemicals' properties, where hazardous
substances from Chemicals' plant operations allegedly were disposed of or have
come to be located, Nunerous PRPs have been named at substantially all of these
sites. At several of these. Chemicals has no known exposure. Although PRPs are
almost always jointly and severally liable for the cost of investigations,
cleanups and other response costs, each has the right of contribution from other
PRPs and, as a practical matter, cost sharing by PRPs is usually effected by
agreement among them. Accordingly, the ultimate cost of these sites and
Chemicals' share of the costs thereof cannot be estimated at this time, but are
not expected to be material except possibly as a result of the matters described
below.

1. Fields Brook; Ashtabula, Ohio. At the time that Chemicals was sold to
Occidental, Chemicals operated a chemical plant at Ashtabula, Ohio which is
adjacent to Fields Brook. Occidental has continued to operate the Ashtabula
plant. In 1986, Chemicals was formally notified by the EPA that it was a PRP for
the Fields Brook site. The site is defined as Fields Brook, its tributaries and
surrounding areas within the Fields Brook watershed. At least 15 other parties
are presently considered to be financially responsible PRPs. In 1986, the EPA
estimated the cost of sediment remediation at the site would be $48 million. The
PRPs, including Occidental, have developed an allocation agreement for sharing
the costs of the work in Fields Brook ordered by the EPA. Under the allocation,
the Occidental share for Chemicals' ownership of the Ashtabula plant would be
about five percent of ;he total, assuming all viable PRPs were to participate.

In 1990, the OEPA, as state trustee for natural resources under CERCLA,
advised previously identified PRPs, including Chemicals, that the OEPA intended
to conduct a Natural Resource Damage Assessment of the Fields Brook site to
calculate a monetary value for injury to surface water, groundwater, air, and
biological and geological resources at the site. Also, although Fields Brook
empties into the Ashtabula River which flows into Lake Erie, it is not known to
what extent, if any, tne EPA will propose remedial action beyond Fields Brook
for which the Fields Brook PRPs might be asked to bear some share of the costs.
Until all preliminary studies and necessary governmental actions have been
completed and negotiated or judicial allocations have been made, it is not
possible for the Company to estimate what the response costs, response
activities or natural resource damages, if any, may be for Fields Brook or
related areas, the parties responsible therefor or their respective shares.
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It is the Company's position that costs attributable to the Ashtabula plant

fall under the Company's above-described cost sharing arrangement with
Occidental under which the Company bears one-half of certain costs up to an
aggregate dollar cap. Occidental, however, has contended that it is entitled to
full indemnification from the Company for such costs, and the outcome of this
dispute cannot be predicted.

2. French Limited Disposal Site; Crosby, Texas. The PRPs, including
Chemicals (represented by the Company), entered into a consent decree and a
related trust agreement: with the EPA with respect to this disposal site. The
consent decree was entered by the federal court as a settlement of the EPA'S
claim for remedial act:.on. Chemical's share of the cost to complete remediation
at this site is expected to be approximately $500,000.

3. SCP/Carlstadt Site; Carlstadt, New Jersey. Chemicals' share of
remediation costs at this CERCLA site would be approximately one percent, based
on relative volume of waste shipped to the site. An interim remedy has now been
implemented at the site by the PRPs but no estimate can be made at this time of
ultimate costs of remediation which may extend to certain off-site locations.

4. Chemical Control Site; Elizabeth, New Jersey. The DEP has demanded of
PRPs (including Chemicals) reimbursement of the DEP's alleged $34 million
(including interest through December 31, 1995) in past costs for its partial
cleanup of this site. The PRPs and the EPA have settled the federal claims for
cost recovery and site remediation, and remediation is now complete. Based on
the previous allocation formula, it is expected that Chemicals' share of any
money paid to the DEP for its claim would be approximately two percent.

Employees

As of December 31, 1995, the Company had approximately 2,275 employees.

ITEM 3. LEGAL PROCEEDINGS.

In connection with the tender offer by YPFA Corp. and Merger, a number of
holders of Common Stock sued in the Chancery Court of the State of Delaware. In
the various complaint:;, the plaintiffs purported to sue individually and on
behalf of classes comprised of the holders of shares of Common Stock,
stockholders of the Company or all holders of the Company's securities. The
complaints named as defendants the Company, the directors and certain of the
officers of the Company, a former director of the Company and, with respect to
some of the complaints, YPF, and alleged, among other things, that the defendant
directors and officers of the Company breached their fiduciary duties in
approving the Offer and the Merger and that YPF aided and abetted the alleged
breach of duties. The plaintiffs purported to seek orders enjoining the
consummation of the Offer and the Merger (or the rescission of those
transactions) or, in the alternative, an accounting for any damages to the
alleged classes, together with their attorneys' fees and other relief. These
lawsuits were consolidated into one action and, in September 1995, were settled
with no payment to the class members. However, as a part of the settlement, the
Company was ordered to pay $800,000 in attorneys' fees to the plaintiffs' class
counsel.

In November 1995, OxyChem filed suit in Texas state court seeking a
declaration of certain of the parties' rights and obligations under the sales
agreement pursuant to which the Company sold Chemicals to Occidental. Henkel
joined in said lawsuit as a plaintiff in January 1996. Specifically, OxyChem and
Henkel are seeking a declaration that the Company is required to indemnify them
for 50% of certain environmental costs incurred on projects involving remedial
activities relating to chemical plant sites or other property used in connection
with the business of Chemicals on the Closing Date which relate to, result from
or arise out of conditions, events or circumstances discovered by OxyChem or
Henkel and as to which the Company is provided written notice by OxyChem or
Henkel prior to the expiration of ten years following the Closing Date,
irrespective of when OxyChem or Henkel incurs and gives notice of such costs,
subject to an aggregate $75 million cap. The Company believes that this lawsuit
:.s without merit and intends to defend same vigorously.

14
<PAGE> is

As of Deceirber 31, 1995, the Company had paid OxyChem and Henkel a total of
.-approximately $39 million against said $75 million cap. The Company cannot
predict what portion of the approximately $36 million remaining as of that date
Occidental and Henkel may actually pay or incur prior to September 4, 1996, the
tenth anniversary of the Closing Date, if they accelerate spending with respect
to such environmental costs.

See also the heading "Health, Safety and Environmental Controls" under
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"Items 1 and 2. Business and Properties" of this report for a description of
certain other legal proceedings, which description is incorporated herein by
reference.

The Company is involved in various other legal proceedings incidental to
its business, the outco.Tie of any of which should not have a material adverse
effect on its financial position.

ITEM 4. SUBMISSION OF MATTERS TO VOTE OF SECURITY HOLDERS.

Inapplicable.

PART II

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS.

There is no established public trading market for the Common Stock. At
March 1, 1996, YPF was the sole holder of record of the Common Stock.

Midgard and Maxus Indonesia, Inc., subsidiaries of the Company, are parties
to separate credit agreements which places certain restrictions on the ability
of these subsidiaries to make or declare certain payments, advances and loans
specified therein, including dividends to the Company. (For a further
description of these credit agreements, see "Item 7. Management's Discussion and
Analysis of Financial Condition and Results of Operations—Significant Events
1995"). While these restrictions could impact the ability of the Company to pay
dividends on its Common Stock, the Company has paid no such dividends since
1987, and cash flows are currently being dedicated to exploration and
development projects rather than to such payment. The Company intends to
continue paying regular quarterly dividends on its $4.00 Preferred Stock, $9.75
Cumulative Convertible Preferred Stock ("$9.75 Preferred Stock") and $2.50
Preferred Stock.
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ITEM 6. SELECTED FINANCIAL DATA.

FIVE-YEAR FINANCIAL SUMMARY
(DOLLARS IN MILLIONS, EXCEPT FOR PER SHARE DATA)

<TABLE>
<CAPTION>

NINE MONTHS
ENDED

DECEMBER 31,
1995

THREE MONTHS
ENDED

MARCH 31,
1995 1994 1993 1992 1991

OPERATIONS
Sales and operating revenues
Net income (loss) before

extraordinary item and
cumulative effect o:: change in
accounting principle

Extraordinary item
Cumulative effect of change in

accounting principle

Net income (loss)
FINANCIAL POSITION
Current assets
Current liabilities
Properties and equipment, less
accumulated depreciation,
depletion and amortization

Total assets
Long-term debt, including current
portion

Deferred income taxes
Redeemable preferred stock
Stockholders' equity (deficit)....
OTHER DATA
Expenditures for properties and
equipment—including dry
hole costs

Total exploration and development
expenditures (whether
capitalized or expensed)

$ 463.8

(73.7)

$ (73.7)

$ 266.4
306.4

2,363.6
2,716.8

1,295.5
551.2
125.0
240.0

$ 137.4

165.5

$ 142.5

(56.9)

$ (56.9)

$ 394.6
224.3

1, 110.7
1,692.1

975.6
199.7
125.0
13.5

53.6

60.6

$ 682.1 $ 786.7 $ 718.4

( 2 2 . 7 )

$ 441 .9
171.0

(37.9)
( 7 . 1 )

74 .2

$ 790.8

(11.2)

( 4 . 4 )

$ ( 2 2 . 7 ) $ ( 4 9 . 4 ) $ 7 4 . 2 $ (11.2)

$ 4 0 4 . 7
263.4

$ 391.2
327.9

$ 205.7
249.3

1,088.4 1,305.6 1,138.3 1,075.2
1,706.7 1 ,987 .4 1,811.6 1,451.5

975 .6 1,055.1 829 .4 788.9
199.3 198.3 152.9 142.9
125.0 250 .0 250.0 250.0

91.1 147 .9 171.6 ( 5 5 . 9 )

$ 166.2 $ 340 .0 $ 261.1 $ 2 7 2 . 3

197.2 256.7 303.0
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Preferred dividends paid 28.8 9.6 43.6 41.7 41.7 41.7
Depreciation, depletion and
amortization 142.1 29.9 140.2 153.6 174.4 203.6

PER COMMON SHARE
Net income (loss) before

extraordinary item and
cumulative effect of change in
accounting principle. $ (.76) $ (.49) $ (.49) $ (.60) $ .27 5 (.52)

Extraordinary item (.05)
Cumulative effect of change in

accounting principle (.03)

Net income (loss) $ (.76) $ (.49) 5 (.49) $ (.68) $ .27 ? (.52)
</TABLE>
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

Significant Events 1995

On June 8, 1995, a special meeting of the stockholders of Maxus Energy
Corporation (the "Company" or "Maxus") was held to approve the Agreement of
Merger ("Merger Agreement") dated February 28, 1995, between the Company, YPF
Acquisition Corp. (the "Purchaser" or "YPFA Corp.") and YPF Sociedad Anonima
("YPF"). The holders of the Company's common stock, $1.00 par value per share
(the "Shares"), and S'l.OO Cumulative Convertible Preferred Stock (the "$4.00
Preferred Stock" and together with the Shares, the "Voting Shares") approved the
Merger Agreement, and the Purchaser was merged into the Company (the "Merger")
on June 8, 1995 (the "Merger Date").

Pursuant to the Merger Agreement, a tender offer (the "Offer") was
commenced on March 6, 1995 by the Purchaser for all the outstanding Shares at
$b.50 per Share. Pursuant to the Offer, in April 1995 the Purchaser acquired
120,000,613 Shares representing approximately 88.5% of the then-outstanding
Shares of the Company. As a result of the Merger, each outstanding Share (other
than Shares held by the Purchaser, YPF or any of their subsidiaries or in the
treasury of the Company, all of which were cancelled in the second quarter of
1995, and Shares of holders who perfected their appraisal rights under Section
262 of the Delaware General Corporation Law) was converted into the right to
receive $5.50 in cash, and YPF became the sole holder of all outstanding Shares.
The Company's preferred stock, consisting of the $4.00 Preferred Stock, $2.50
Cumulative Preferred Stock (the "$2.50 Preferred Stock") and $9.75 Cumulative
Convertible Preferred Stock (the "9.75 Preferred Stock"), remain outstanding.
YPF currently owns approximately 96.9% of the outstanding Voting Shares.

The total amount of funds required by the Purchaser to acquire the entire
common equity interest in the Company, including the purchase of Shares pursuant
to the Offer and the payment for Shares converted into the right to receive cash
pursuant to the Merger, was approximately $762 million. On April 5, 1995, the
Purchaser entered in':o a credit agreement (the "Credit Agreement") with lenders
lor which The Chase Manhattan Bank (National Association) ("Chase") acted as
agent, pursuant to which the lenders extended to the Purchaser a credit facility
for up to $550 million (the "Purchaser Facility"). On April 5, 1995, the
Purchaser borrowed $442 million under the Purchaser Facility and received a
capital contribution of $250 million from YPF. The Purchaser used borrowings
under the Purchaser Facility and the funds contributed to it by YPF to purchase
120,000,613 Shares pursuant to the Offer. Subsequent to the Merger, these Shares
and all other outstanding Shares vested in YPF.

Following the Merger, Chase provided two additional credit facilities
aggregating $425 million: (i) a credit facility of $250 million extended to
Midgard Energy Company ("Midgard"), a wholly owned subsidiary of the Company,
and (ii) a credit facility of $175 million extended to Maxus Indonesia, Inc.
("Holdings"), a wholly owned subsidiary of the Company. The proceeds of the
loans made pursuant to these facilities were used to repay, in part, the
Purchaser Facility, which was assumed by the Company pursuant to the Merger. In
addition, the Company applied $8 million of its available cash to repayment of
the Purchaser Facility and used approximately $86 million of its available cash
to pay holders of Shares converted into the right to receive cash in the Merger.

Effective April 1, 1995, the Company used the purchase method of accounting
to record the acquisition of the Company by YPF. In a purchase method
combination, the purchase price is allocated to the acquired assets and assumed
liabilities based on their fair values at the date of acquisition. As a result,
the assets and liabilities of the Company were revalued to reflect the
approximate $762 million cash purchase price paid by YPF to acquire the Company.
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The Company's oil and cas properties were assigned carrying amounts based on
their relative fair market values. The Company's pre-Merger Consolidated Balance
Sheet as of March 31, 1995, together with the purchase method accounting
adjustments, became the Company's opening post-Merger Consolidated Balance Sheet
on April 1, 1995. Because of these purchase adjustments, which were effected
April 1, 1995, the Company's financial statements for the nine-month period
ended December 31, 199!i, are not comparable to such statements for prior
periods. Accordingly, separate financial statements for periods prior to April
1, 1995 and for the nine-month period ended December 31, 1995 are presented.
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Significant Events 1994

Maxus responded to many financial and operational challenges in 1994 which
culminated with the Company's agreement to merge with YPF in 1995.

Financially, significant natural gas and crude oil price declines in 1994
contributed to Maxus1 decision to streamline operations by decreasing overhead
and operating expenses, lowering program spending and redeeming certain
preferred stock. During the second quarter of 1994, the Company also sold its
interest in Diamond Shamrock Offshore Partners Limited Partnership ("Offshore
Partners") and certain producing oil and gas properties in Maxus1 U.S. Southern
Division for 5325 million net ("the Divested Properties"). Additionally, the
Company sold its geothermal subsidiary, Thermal Power Company, for approximately
$53 million net in cash and a note for $6.5 million. A portion of the proceeds
from these sales was used to reduce debt and redeem 625,000 shares of the $9.75
Preferred Stock for $63 million.

Operationally, the Company initiated production from all three of Maxus1

South American operations—Ecuador, Bolivia and Venezuela. The Sunray gas plant
experienced its first full year of operation and achieved the operating
efficiencies and cost savings (approximately $14 million annually) that had been
anticipated. Additionally, net production from the Northwest Java gas project
averaged approximately 44 million cubic feet per day ("mmcfpd") during 1994,
resulting in $30 million of additional revenues.

Results for the Nin'5 Months Ended December 31, 1995

For the nine months ended December 31, 1995, Maxus reported a net loss of
$"4 million. Comparative information for the nine months ended December 31,
1994, is not presented due to the Merger with YPF which was effective April 1,
1995.

Sales and Operating Revenues. Sales and operating revenues for the nine
months ended December 31, 1995, were $464 million composed of $298 million from
Maxus1 Indonesian operations, $129 million from U.S. operations and $37 million
from South American operations.

Maxus1 net worldwide crude oil sales volumes were 64 thousand barrels per
day ("mbpd") during the nine-month period ended December 31, 1995, which were
comprised of 53 mbpd from Maxus1 Indonesian operations, 10 mbpd from South
American operations e.nd one mbpd from U.S. operations. Maxus1 net worldwide
crude oil sales volumes increased from 60 mbpd in the third quarter of 1995 to
73 mbpd in the fourth quarter of 1995 due primarily to the recognition of
cumulative year-to-date production from the Southern Amo Field in Ecuador in the
fourth quarter of 1995, as this production had not previously been approved by
the Ecuadorian government, and the sole crude oil sale in Bolivia in October
1995. Despite na~ura!_ declines in gross crude oil production in Indonesia over
the nine months ended December 31, 1995, Indonesian crude oil sales volumes
increased slightly due primarily to higher cost recovery. During the nine months
ended December 31, 1'395, Maxus1 average worldwide crude oil price was $16.31 per
barrel.

During the nine-month period ended December 31, 1995, U.S. natural gas
sales volumes were 172 mmcfpd and U.S. natural gas prices averaged $1.49 per
thousand cubic feet ("mcf). Although U.S. natural gas sales volumes remained
relatively flat over the nine months ended December 31, 1995, the success of the
1995 Midgard infill drilling program offset the natural declines from the area.
In the future, Maxus expects its Midgard infill drilling program to continue to
offset any natural declines. U.S. natural gas prices rose from $1.40 per mcf in
the third quarter of 1995 to $1.64 per mcf in the fourth quarter of 1995 which
favorably impacted revenues $4 million. During the nine-month period ended
December 31, 19&5, Northwest Java natural gas sales volumes were 61 mmcfpd and
Northwest Java natural gas prices averaged $2.62 per mcf.

Natural gas liquids sales volumes in the U.S. were 18 mbpd and U.S. natural
gas liquids prices averaged $10.49 per barrel.
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Costs and Expense.3. Costs and expenses were $536 million during the nine
months ended December 31, 1995. Costs and expenses during this period included
operating expenses of 5174 million; gas purchase costs of
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$41 million; exploration expenses of $51 million; depreciation, depletion and
amortization ("DD&A") of $142 million; interest and debt expenses of $105
million and other costs and expenses totaling $23 million.

DD&A of $142 million during the nine-month period ended December 31, 1995,
included $43 million cf additional DD&A reflecting the impact of the purchase
price allocation which increased the book value of the Company's oil and gas
properties and equipment. The book value of oil and gas properties and equipment
increased approximately $1.3 billion as a result of the purchase price
allocation.

In the nine-month period ended December 31, 1995, interest and debt
expenses of $105 million included $27 million of interest expense associated
with the Purchaser Facility and, Midgard and Holdings credit facilities. Also
included in interest and debt expenses during this period was $6 million of
interest associated w:.th the accretion of discount on the Company's long-term
debt which was outstanding prior to the Merger. These borrowings were recorded
at their fair market value in the purchase method of accounting which resulted
ir. a reduction in their carrying value of $115 million. This reduction in
carrying value will be amortized to interest expense over the remaining term of
the borrowings.

Other Revenues, :tfet. During the nine months ended December 31, 1995, other
revenues, net were $7 million which included $10 million of interest income, a
$;.' million gain which represented the final settlement of the Company's sole
interest rate swap agreement prior to its termination and a $2 million gain
recognized on the sale of U.S. Treasury notes partially offset by a $3 million
production bonus payment stemming from the Company's Indonesian operations and
$!:i million of accrued expenses. In the future, the Company anticipates
recognizing less interest income as a result of maintaining only minimal
balances of cash, cash equivalents and short-term investments to cover working
capital fluctuations. Capital contributions from YPF are expected to cover any
additional funding needs.

Income Taxes. Income tax expense of $9 million for the nine-month period
ended December 31, 1S95, included $63 million of current foreign income tax
expense primarily from Indonesian operations partially offset by a $49 million
deferred tax benefit due primarily to the higher DDSA associated with the
increase in book value of the Company's oil and gas properties and equipment as
a result of the purchase price allocation. In addition, the Company received $5
million of interest income on U.S. federal income tax refunds. This interest
income was not previously accrued in prior periods. In the future, the Company
expects to realize additional deferred tax benefits as a result of the higher
DDSA.

Comparison of Results

Three Months Ended March 31, 1995 vs. Three Months Ended March 31, 1994

Maxus reported .3 net loss of $57 million for the first quarter of 1995
compared to a net loss of $11 million for the first quarter of 1994. The first
quarter 1995 results reflect $42 million of pre-Merger costs incurred by the
Company prior to the Merger. Such costs included expenses associated with
financial consulting and legal services, severance payments pursuant to change
of control agreements and payments for surrender of stock options and restricted
stock.

Sales and Operating Revenues, Sales and operating revenues for the first
quarter of 1995 were $143 million, compared to $187 million for the same 1994
period. The loss, of production from the Divested Properties which were sold in
the second quarter cf 1994 and lower volumes of purchased gas accounted for $45
million of the reverue decline. Additionally, U.S. natural gas prices fell,
which also unfavorably impacted revenues $12 million for the three months ended
March 31, 1995. These declines were partially offset by first quarter 1995
revenue of $8 million from South America. Initial sales from the Company's South
American operations were recorded in the third quarter 1994.

Net worldwide crude oil production was 60 mbpd in the first quarter 1995,
compared to 69 mbpd in the same quarter a year ago. Domestic crude oil volumes
declined four mbpd during the period due to the loss of production from the
Divested Properties resulting in lower revenues of $5 million. Crude oil sales
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from the Company's Indonesian operations were also down 12 mbpd during the
period primarily as a ::esult of lower entitlements due to higher crude oil sales
prices and lower production. Offsetting these declines, production from South
America of seven mbpd provided an additional $8 million of revenues in 1995.
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U. S. natural gas sales for the first quarter of 1995 were 167 mmcfpd, a
decrease of 208 mmcfpd as compared to the first quarter 1994 resulting in lower
revenues of $42 million. The decline was driven by the loss of production from
the Divested Properties and lower volumes of gas purchased for resale. The
average gas price received in the U. S. was $1.45 per mcf in the first quarter
1965 as compared to $2.24 per mcf in the same 1994 period.

Northwest Java natural gas volumes of 40 mmcfpd in the first quarter 1995
were eight mmcfpd higher than the first quarter 1994. Natural gas sales prices
improved to an average of $2.65 per mcf during the first quarter 1995 from $1.81
per mcf during the saiti'2 period last year due to the change in contract terms
which increased the price received for "old" gas production from $0.20 per mcf
to $2.65 per mcf effective January 1, 1995. The higher Northwest Java natural
gas volumes coupled with the higher average natural gas price resulted in
increased revenues of 54 million in the first quarter of 1995.

Natural gas liquids sales in the U. S. for the first quarter 1995 were 18
mbpd, a slight decreass over first quarter last year. The average sales price
for U.S. natural gas liquids in the first quarter of 1995 was $10.38 per barrel,
an increase of $1.15 par barrel from 1994.

Costs and Expenses. Costs and expenses for the first quarter of 1995 were
$190 million which were relatively flat compared to the first quarter of 1994.
Costs and expenses for the first quarter of 1995 included Maxus pre-Merger costs
of $42 million which were partially offset by lower gas purchase costs of $31
million when compared to the first quarter of 1994.

Gas purchase costs were $31 million lower in the first quarter of 1995 as
compared to first quarter 1994 due to the lower volumes of gas purchased to
aggregate with the production from the Divested Properties, the reduction in
volumes of gas purchased for resale and lower natural gas prices.

DDSA of $30 million for the first quarter 1995 was $8 million lower than
the same period of the prior year. Approximately $11 million of this decline
represents DDSA from the Divested Properties included in the first quarter of
19134. Partially offsetting this decline was $4 million of DDSA in the first
quarter of 1995 associated with South American operations which did not go into
production until late 1994.

Income Taxes. Income tax expense was $19 million and $16 million in the
first quarters of 1995 and 1994, respectively. The increase in income tax
expense was primarily due to higher Indonesian taxes as a result of increased
taxable income from the Company's Indonesian operations.

Comparison of Results

Twelve Months Ended December 31, 1994 vs. Twelve Months Ended December 31,
1993

Maxus reported a net loss of $23 million in 1994 compared to a net loss of
$49 million in 1993.

Sales and Operating Revenues. Sales and operating revenues dropped 13%, or
$105 million, during 1994 when compared to 1993. The loss of production from the
Divested Properties and lower volumes of purchased gas which were aggregated and
sold with the production from the Divested Properties accounted for $86 million
of the revenue decline. Additionally, worldwide oil and gas prices fell, which
further compounded the loss of revenues. However, initial production from South
America and new g=.s production from Northwest Java added $54 million to revenues
during 1994, partially offsetting the overall negative revenue variances.

The Company's; total net crude oil production was 67 mbpd in 1994,
essentially flat compared to 1993. Production from South American operations
added five mbpd during 1994 and favorably impacted revenues by $24 million.
Crude oil volumes in the United States declined three mbpd, resulting in a $15
million negative volume variance, primarily from the loss of production from the
Divested Properties. Crude oil sales from the Company's Indonesian operations
were also down approximately three mbpd ($20 million negative volume variance),
primarily in Northwest Java. A portion of the 1994 decline was the result of
temporary production problems, which were corrected. Also, the 1993 volumes in
Northwest Java reflected additional barrels received through cost recovery due
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to the substantial capital outlay for the gas project, which was completed in
late 1993. Maxus' 1994 average worldwide crude price hit a five-year low of
$15.31 per barrel, negatively impacting income by $39 million.
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United States natural gas sales volumes fell from 365 mmcfpd to 275 mmcfpd
in 1994 with the decline attributable to the loss of production from the
Divested Properties and the decrease in purchased gas volumes which were
aggregated and sold with the production from the Divested Properties. The
decline was partially offset by increased sales volumes of nine mmcfpd from
Midgard. United States natural gas revenues declined approximately $83 million
during 1994, with $68 million occurring as a result of the Divested Properties
and $14 million attributable to declining prices. Maxus' United States natural
gas prices averaged $1.95 per mcf in 1994 and $2.08 per mcf in 1993.

Northwest Java gas volumes increased from 13 mmcfpd in 1993 to 44 mmcfpd
during 1994. The Company realized an additional $30 million of revenues during
1994 from the Northwest Java gas project, which came on stream in fourth quarter
1993.

Natural gas liquids sales in the United States increased slightly from 17.4
mbpd to 17.9 mbpd in 1994 but average prices received declined from $11.14 per
barrel in 1993 to $10.07 per barrel. Overall, liquids revenues were down $5
million compared to 1993 due to the price declines.

Costs and Expenses. Costs and expenses, excluding restructuring, were $728
million in 1994 compared to $781 million in 1993. The decline was primarily due
to the elimination of expenses related to the Divested Properties.

Overall, operatirg expenses were down $21 million, of which approximately
$15 million related to the Divested Properties. Operating expenses declined in
Indonesia as well as in the United States, but were partially offset by the
additional operating expenses incurred in South America due to the start-up of
production in Ecuador, Bolivia and Venezuela.

Gas purchase costs were $39 million lower than 1993 primarily as a result
of lower purchased gas prices and the reduction in volumes of purchased gas
which were previously aggregated and sold with the production from the Divested
Properties.

Exploration expenses were $24 million lower than 1993 due to management's
decision to curtail exploratory spending in new frontiers during 1994. The
Company had previously announced its decision to concentrate spending in its
core areas of the United States and Indonesia and its emerging areas in South
America.

DDSA declined $13 million in 1994. The Divested Properties created a $32
million favorable variance. Partially offsetting this favorable variance was a
$7 million increase i:~i DDSA in South America due to the start-up of production
in Ecuador, Bolivia and Venezuela. DD&A in Indonesia was also up $13 million as
a result of higher DDSA rates and additional depreciation from the Northwest
Java gas project, which came on-stream in fourth quarter 1993.

The Company increased its reserve for environmental liabilities in 1994 by
$60 million, primarily in response to the EPA's recently proposed chromium
clean-up standards and for additional costs expected to be incurred at the
Company's former Newark, New Jersey plant site. The 1993 environmental accrual
of $18 million related to expected costs of engineering studies for the Passaic
River in New Jersey and the Newark plant site.

Restructuring. The 1994 results reflect a $101 million pre-tax net benefit
from the Company's restructuring activities, which included a pre-tax gain of
$202 million from the Divested Properties. This gain was partially offset by
restructuring costs, including a non-cash, pre-tax $70 million write-off
associated with the Company's undeveloped Alaska coal leases. The restructuring
also included costs associated with staff reductions and the write-off of
non-producing assets outside the Company's core areas.

Other Revenues, Net. Other revenues, net were approximately $31 million
lower in 1994 compared to 1993. This decline was due primarily to a loss of $13
million stemming from the sale of the Company's geothermal subsidiary in the
third quarter of 199"! and to gains recorded on the sale of investments in U.S.
Treasury notes and other securities of $12 million during 1993.
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Income Taxes. The Company's provision for income taxes in 1994 was

comprised primarily of Indonesian income tax. The 1994 Indonesian tax was $12
million less than that of 1993 as a result of lower operating profit. United
States federal and sta'ie taxes increased $9 million in 1994 compared to 1993.
This increase was the result of tax on asset sales, which was offset by tax
benefit from the write-off of undeveloped Alaska coal leases and the favorable
resolution of a federal tax refund suit.

Change in Accounting Principle. In 1993, Maxus adopted Statement of
Financial Accounting Standards No. 112, "Employers' Accounting for
Postemployment Benefits," which requires an accrual method of recognizing
po:;temployment benefits. The Company recognized a one-time charge of $4 million
to recognize the cumulative effect of the change in accounting for
pofitemployment benefits.

Extraordinary Item. During 1993, the Company recorded an extraordinary loss
of $1 million after tax, representing call premium and unamortized issuance
costs for the early retirement of debt. Approximately $115 million of
outstanding 11 1/4% sinking fund debentures were redeemed at 105.329% of the
principal amount.

liquidity and Capital Resources

Liquidity refers to the ability of an enterprise to generate adequate
amounts of cash to satisfy its financial needs. Maxus' primary needs for cash
are to fund its exploration and development program, service debt, pay existing
tride obligations, meet redemption obligations on redeemable preferred stock and
pay dividends to preferred stockholders. The Company's primary sources of
liquidity have bee:n from operating activities, asset sales, debt financing and
equity issuances.

Pursuant to the Merger Agreement, in the event that the Company is unable
to meet its obligatior.s as they come due, whether at maturity or otherwise,
including, solely for the purposes of this undertaking, dividend and redemption
payments with respect to the $9.75 Preferred Stock, the $4.00 Preferred Stock
and the $2.50 Preferred Stock, YPF has agreed to capitalize the Company in an
amount necessary to permit the Company to meet such obligations; provided that
YPF's aggregate obligation will be: (i) limited to the amount of debt service
obligations under the Purchaser Facility, the Midgard credit facility and the
Holdings credit facility and (ii) reduced by the amount, if any, of capital
contributions by YPF to the Company after the Merger Date and by the amount of
the net proceeds of any sale by the Company of common stock or non-redeemable
preferred stock after the Merger Date. The foregoing obligations of YPF (the
"Keepwell Covenant") will survive until June 8, 2004. In addition, YPF has
guaranteed the Company's outstanding debt as of the Merger Date, the principal
amount of which was approximately $976 million. The debt covered by the YPF
guarantee includes the Company's outstanding 11 l/4«, 11 1/2* and 8 1/2% Sinking
Fund Debentures, its outstanding 9 7/8%, 9 1/2% and 9 3/8% Notes, and its
outstanding medium-term notes. YPF has also guaranteed the payment and
performance of the Company's obligations to the holders of its $9.75 Preferred
Stock.

Each of the Midg.ard facility and the Holdings facility contains restrictive
covenants including limitations upon the sale of assets, mergers and
consolidations, the creation of liens and additional indebtedness, investments,
dividends, the purchase or repayment of subordinated indebtedness, transactions
with affiliates and modifications to certain material contracts. The obligors
under the Midgard facility and the Holdings facility may not permit (a)
consolidated tangible net worth to be less than $200 million, in the case of the
Midgard facility, or $350 million, in the case of the Holdings facility, plus
(or minus), in the case of Midgard, the amount of any adjustment in the book
value of assets or, in the case of Holdings, 70% of the amount of any adjustment
to net worth, resulting from the merger of YPFA Corp. into the Company, (b) the
ratio of consolidated cash flow to consolidated debt service to be less than 1.1
to 1.0 at the end. of any fiscal quarter and (c) the ratio of consolidated cash
flow to consolidated interest expense to be less than 1.25 to 1.0 at the end of
any fiscal quarter. In addition, mandatory prepayments of the loans under the
Midgard facility and the Holdings facility may be required in connection with
certain asset sales and casualty losses, upon the issuance of subordinated
indebtedness and in 1996 and in each year thereafter if, after semi-annual
review, the agent anc. the lenders determine that a borrowing base deficiency
exists. No borroviing base deficiencies existed at December 31, 1995.
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Maxus has guaranteed the obligation under the Midgard facility (the
"Midgard Guaranty") and under the Holdings facility (the "Subsidiaries
Guaranty"). The Midgard Guaranty and the Subsidiaries Guaranty contain
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restrictions upon mergers and consolidations, the creation of liens and the
business activities in which Maxus and its subsidiaries may engage. In addition,
Midgard, in the case of the Midgard Guaranty, and Holdings and its subsidiaries,
in the case of the Subsidiaries Guaranty, are required to be wholly owned
subsidiaries of Maxus, except to the extent YPF or a subsidiary of YPF (other
than Maxus or a subsidiary of Maxus) makes capital contributions to Midgard or
Holdings or one of Holdings subsidiaries, as the case may be.

In management's opinion, cash on hand and cash from operations will be
inadequate to fund the 1996 program spending budget, service debt, meet
redemption obligations on redeemable preferred stock and pay preferred stock
dividends and trade obligations. During 1996 through the date of this report,
YPF has made capital contributions to the Company in the aggregate amount of $64
mijlion pursuant to the terms of the Keepwell Covenant. It is anticipated that
YPF could be required to make capital contributions in 1996 totaling
approximately $200 million to $250 million to fund the Company's obligations.
Actual capital contributions made by YPF could vary significantly depending on,
among other circumstances, oil and gas prices and program spending commitments.
Such capital contributions will be credited to YPF's obligations under the
Keepwell Covenant and will entitle YPF to shares of Common Stock.

Operating Activities. During the nine months ended December 31, 1995, net
cash provided by operating activities was $57 million. Excluding the change in
working capital requirements, net cash from operating activities was $44 million
during this period. Working capital requirements provided an additional $13
million primarily as a result of U.S. federal income tax refunds of
approximately $60 million. These tax refunds were partially offset by lower
accrued liabilities of $32 million due primarily to payment of Maxus pre-Merger
costs coupled with higher inventories of $13 million.

Net cash provided by operating activities during the three months ended
March 31, 1995, was $62 million of which $18 million was provided by operating
activities and $44 million was from working capital. Working capital was
favorably impacted by higher accrued liabilities of $26 million of which $11
million was due to higher accrued interest, lower oil and gas receivables of $24
million and a U.S. federal income tax refund of $9 million partially offset by
lower accounts payable of $15 million.

Net cash provided by operating activities totaled $70 million and $137
mi]lion in 1994 and 1993, respectively. Excluding the change in working capital
requirements, net cash from operating activities was $58 million lower in 1994
than in 1993. Cash florf from operations was negatively impacted by lower crude
oil and natural gas prices, the loss of production from the Divested Properties
and costs associated with staff reductions, but was partially offset by
additional gas volumes from Northwest Java ($30 million). Net working capital
requirements of $42 million for 1994 were $9 million higher than 1993 due to
lower accounts payable primarily as a result of timing of expenditures in
Ecuador.

Investing Activities. During 1995, the Company continued to concentrate its
capital spending in core areas of the United States, Indonesia and Ecuador plus
development of the emerging areas: the Mamore Block in Bolivia and the
Quiriquire Block in Venezuela. Spending in 1995 increased modestly compared to
1994, with the largest increase occurring in the U.S. due to the implementation
of an aggressive program of infill drilling designed to increase production and
cash flow. Only Ecuador experienced lower capital spending in 1995 as spending
for major infrastructure and facilities was completed in 1994. Approximately 45%
of the 1994 capital spending was for development of oil reserves in South
America. Initial production began in the third quarter of 1994 in Ecuador,
Bolivia and Venezuela. Spending in Ecuador in 1994 was $31 million below 1993 as
spending for major infrastructure and facilities was being completed. In 1993,
the development of gas reserves in Northwest Java and development of Block 16 in
Ecuador alone accounted for $167 million of spending. The Northwest Java gas
project was completed on time and within budget in the fourth quarter of 1993.
Additionally, construction of the Sunray gas plant in the Texas Panhandle, which
was started in mid-1991, was completed during the first quarter of 1993.

In December 1995, the Company sold its overriding royalty interest in the
Recetor Block in Colombia for $25 million. There was no gain or loss recognized
on this transaction.
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On April 25, 1994, Offshore Partners sold its interests in Main Pass Blocks
72, 73 and 74. On April 26, 1994, Maxus and its subsidiaries sold all of their
partnership interests in Offshore Partners. In the second quarter of 1994, Maxus
also sold the McFarlan Field and Grand Isle Block 25, both producing oil and gas
properties. In total, the Company received $325 million of proceeds and recorded
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a pre-tax gain of $202 million from these transactions. A portion of the
proceeds from these s=les was used to reduce senior debt by $70 million net and
to redeem $63 million of the $9.75 Preferred Stock due in February 1995.

During the second quarter of 1994, Maxus Bolivia, Inc., a subsidiary of
Maxus, signed an agreement to take BHP Petroleum as a partner in its Bolivian
oil development project. The Company received $10 million from BHP in exchange
for a 50% interest in the project. Also during the second quarter of 1994, Maxus
Venezuela (C.I.) Ltd. ("Maxus Venezuela"), a subsidiary of Maxus, signed an
agreement with BP Exploracion de Venezuela S.A., granting BP a 45% interest in
the Quiriquire Unit in eastern Venezuela. Maxus Venezuela remains the operator
with a 50% interest and Corporacion Energetica S. 21, C.A., a Venezuelan
company, holds the remaining 5%.

The Company sold its geothermal subsidiary, Thermal Power Company, in
September 1994. The sale was for $58 million net in cash and a $7 million
promissory note due from the purchaser in 1997. The Company recorded a loss of
$13 million on the transaction.

In 1993, the Company purchased $52 million of U.S. Treasury notes. To
partially fund the 1993 capital program budget and cover working capital
fluctuations, the Company subsequently sold $142 million of U.S. Treasury notes
realizing a gain of $8 million. Additionally, during 1993, Maxus received stock
and other securities from The LTV Corporation ("LTV") in settlement of its
bankruptcy claims against LTV. The Company sold these securities for
approximately $22 million, realizing a $2 million gain. During 1994, the Company
purchased an additional $112 million of short-term investments with the proceeds
from the sales of assets. To partially fund the capital program budget and pay
Merger-related costs in 1995, the Company liquidated all its short-term
investments. Additionally, the Company sold its remaining long-term investment
in U.S. Treasury notes for $31 million realizing a gain on the sale of $2
million. In the future, the Company anticipates maintaining only minimal
balances of cash, cash equivalents and short-term investments to cover working
capital fluctuations.

During 1995, the Company was able to release a significant portion of its
restricted cash, of which $48 million supporting letters of credit were released
and $17 million of assets held in trust as required by certain insurance
policies were released due to YPF's guarantees. Additionally, in 1995, the
Company restricted $8 million as required by the Holdings credit agreement.
During 1993, the Company restricted $36 million backing its spending commitment
in Venezuela. The $36 million in restricted cash backing the letters of credit
in Venezuela were released in 1994 when the Company took on a partner and
reduced its interest to 50%.

Financing Act.Lviti.es. During 1995, most of Maxus' financing activity was
impacted by the Merger. The Company received $851 million from the issuance of
debt under the Purchaser Facility and the Midgard and Holdings credit facilities
and a $250 million capital infusion from YPF to partially fund the Merger. In
connection with the Merger, the Company also paid $14 million to redeem rights
attached to Shares, repaid the Purchaser Facility, and, pursuant to the Merger,
either assumed or paid $746 million of purchase consideration for the Shares
outstanding plus transaction costs. Of the approximate $762 million purchase
price paid by YPF to acquire the Company, as of December 31, 1995, $16 million
remained to be paid in respect of Shares and Merger costs. This liability was
recorded in accrued lic.bilities.

At December 31, IS'95, the Company had $7 million of advances outstanding
from YPF. The Company c.nd YPF intend to enter into a loan agreement during 1996
to facilitate short-term loans by YPF to the Company and short-term loans by the
Company to YPF of excess cash balances. It is expected that loans will be made
by the parties under tfe loan agreement during 1996; however, the number and
amounts thereof are not presently known.

The Company's only derivative financial instruments are an interest rate
swap agreement, natural gas price swap agreements and natural gas and crude oil
futures contracts, which are not used for trading purposes. During the third
quarter of 1995 the Coirpany recorded a $2 million gain which represented the
final
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settlement of the Company's sole interest rate swap agreement prior to its
termination. This gain was recorded in other revenues, net. The Company also
received a $5 million termination payment, which has been deferred.

Over the two-year period from January 1, 1993, to December 31, 1994, Maxus
took steps to restructure its debt and equity position. The overall intent was
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to provide immediate funding for its major development and construction projects
(the Sunray gas plant, the Northwest Java gas project and the development of
Block 16 in Ecuador) and to match the repayment schedules of the debt with the
future cash flow expected from these projects while maintaining necessary
working capital balances required for flexibility. The Company was able to take
advantage of lower interest rates and, at the same time, to extend the average
debt maturities.

Debt rose significantly in 1993 due to the completion of two of the
Company's major projects and the near completion of the initial phase of the
Ecuador project. These projects contributed to substantial capital spending in
1993. To cover the shortfall between cash from operations and the cash used in
investing activities, incremental new debt was issued. Of the $412 million
proceeds received in 1993 from the issuance of long-term debt, $204 million was
used to refinance currently maturing debt and to fund the early retirement of a
portion of the Company's 11 1/4% sinking fund debentures, with the remainder
partially funding the 1993 capital spending program.

During 1994, the Company issued $101 million of additional long-term debt.
Debt issuances, along with a portion of the proceeds from asset sales, were used
to repay approximately $170 million of debt obligations due 1994 and beyond and
to prepay $63 million of $9.75 Preferred Stock due in February 1995.

In 1993, Maxus issued a new class of preferred stock, the $2.50 Preferred
Stock. Of the $85 million in net proceeds received from the offering, $63
million was used to redeem 625,000 shares of $9.75 Preferred Stock as required
in February 1994.

Accounting Standards

Effective April 1, 1995, the Company used the purchase method of accounting
to record the acquisition of the Company by YPF. In a purchase method
combination, the purchase price is allocated to the assets acquired and
liabilities assumed based on their fair values at the date of acquisition. In
connection with the purchase price allocation, the Company adopted Statement of
Financial Accounting Standards No. 121 ("SFAS 121"), "Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed of,"
which requires a review of long-lived assets for impairment whenever events or
changes in circumstance indicate that the carrying amount of the asset may not
be recoverable. Under SFAS 121, if the expected future cash flow of a long-lived
asset is less than the carrying amount of the asset, an impairment loss shall be
recognized to value the asset at its fair value. Maxus revalued its assets and
liabilities to fair value in the purchase price allocation effective April 1,
1995. There was no impact on the Company's results of operations resulting from
the adoption of SFAS 121 during the nine months ended December 31, 1995.

Environmental Matters

Federal, state and local laws and regulations relating to health and
environmental quality in the United States, as well as environmental laws and
regulations of other countries in which the Company operates, affect nearly all
of the operations of the Company. These laws and regulations set various
standards regulating certain aspects of health and environmental quality,
provide for penalties and other liabilities for the violation of such standards
and establish in certain circumstances remedial obligations. In addition,
especially stringent measures and special provisions may be appropriate or
required in environmentally sensitive foreign areas of operation, such as those
in Ecuador.

Many of the Company's United States operations are subject to requirements
of the Safe Drinking V/ater Act, the Clean Water Act, the Clean Air Act (as
amended in 1990), the Occupational Safety and Health Act, the Comprehensive
Environmental Response, Compensation and Liability Act of 1980, as amended
("CERCLA"), and other federal, as well as state, laws. Such laws address, among
other things, limits on the discharge of wastes associated with oil and gas
operations, investigation and clean-up of hazardous substances,
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and workplace safety and health. In addition, these laws typically require
compliance with associated regulations and permits and provide for the
imposition of penalties for noncompliance. The Clean Air Act Amendments of 1990
may benefit the Company's business by increasing the demand for natural gas as a
clean fuel.

The Company oeli'=ves that its policies and procedures in the area of
pollution control, product safety and occupational health are adequate to
prevent unreasonable risk of environmental and other damage, and of resulting
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financial liability, in connection with its business. Some risk of environmental
and other damage is, however, inherent in particular operations of the Company
and, as discussed below, the Company has certain potential liabilities
associated with former operations. The Company cannot predict what environmental
legislation or regulations will be enacted in the future or how existing or
future laws or regulations will be administered or enforced. Compliance with
more stringent laws or regulations, as well as more vigorous enforcement
policies of the regulatory agencies, could in the future require material
expenditures by the Company for the installation and operation of systems and
equipment for remedial measures and in certain other respects. Such potential
expenditures cannot be reasonably estimated.

In connection witli the sale of the Company's former chemical subsidiary,
Diamond Shamrock Chemicals Company ("Chemicals"), to Occidental Petroleum
Corporation ("Occidental") in 1986, the Company agreed to indemnify Chemicals
and Occidental from and against certain liabilities relating to the business or
activities of Chem:.cal£; prior to the September 4, 1986 closing date (the
"Closing Date"), including certain environmental liabilities relating to certain
chemical plants and waste disposal sites used by Chemicals prior to the Closing
Date.

In addition, the Company agreed to indemnify Chemicals and Occidental for
50% of certain environmental costs incurred by Chemicals for which notice is
given to the Company within 10 years after the Closing Date on projects
involving remedial activities relating to chemical plant sites or other property
used in the conduct of the business of Chemicals as of the Closing Date and for
any period of time following the Closing Date, with the Company's aggregate
exposure for this cost sharing being limited to $75 million. The total expended
by the Company under this cost sharing arrangement was about $39 million as of
December 31, 1995. Occidental Chemical Corporation ("OxyChem"), a subsidiary of
Occidental, and Henkel Corporation ("Henkel"), an assignee of certain of
Occidental's rights and obligations, have filed a declaratory judgment action in
Texas state court with respect to the Company's agreement in this regard (see
"Legal Proceedings").

In connection with the spin-off of Diamond Shamrock R&M, Inc., now known as
Diamond Shamrock, Inc. ;"DSI"), in 198"?, the Company and DSI agreed to share the
costs of losses (other than product liability) relating to businesses disposed
of prior to the spin-off, including Chemicals. Pursuant to this cost-sharing
agreement, the Company bore the first $75 million of such costs and DSI bore the
next $37.5 million. Under the arrangement, such ongoing costs are now borne
one-chird by DSI and twc-thirds by the Company. This arrangement will continue
until DSI has borne an additional $47.5 million, following which such costs will
be borne solely by the Company. As of December 31, 1995, DSI's remaining
responsibility is approximately $8 million and is included in accounts
receivable in the accompanying balance sheet.

For the year ended December 31, 1995, the Company spent $6 million in
environmental related expenditures in its oil and gas operations. Expenditures
in 1S96 are expected to be approximately $8 million.

The Company's total expenditures for environmental compliance for disposed
of businesses, including Chemicals, were approximately $38 million in 1995, $12
million of which were recovered from DSI under the above described cost-sharing
agreement. Those expenditures are projected to be approximately $23 million in
1996 after recovery from DSI under such agreement.

At December 31, 1995, reserves for the environmental contingencies
discussed herein totaled $119 million. Management believes it has adequately
reserved for all environmental contingencies which are probable and can be
reasonably estimated; however, changes in circumstances could result in changes,
including additions, to such reserves in the future.

The insurance companies that wrote Chemicals' and the Company's primary and
exces:> insurance during the relevant periods have to date refused to provide
coverage for most of Cheiricals' or the Company's cost of
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the personal injury and property damage claims related to environmental claims,
including remedial activities at chemical plant sites and disposal sites. In two
actions filed in New Jersey state court, the Company has been conducting
litigation against all of these insurers for declaratory judgments that it is
entitled to coverage for ;ertain of these claims. In 1989, the trial judge in
:>ne of the New Jersey actions ruled that there is no insurance coverage with
cespect to the claims related to the Newark plant (discussed below). The trial
:ourt's decision was upheld on appeal and that action is now ended. The other
suit, which is pending, covers disputes with respect to insurance coverage
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related to certain other environmental matters.

Newark, New Jersey. A consent decree, previously agreed upon by the U.S.
Environmental Protection Agency (the "EPA"), the New Jersey Department of
Environmental Protection and Energy (the "DEP") and Occidental, as successor to
Chemicals, was entered in 1990 by the United States District Court of New Jersey
and requires implementation of a remedial action plan at Chemicals' former
Newark, New Jersey agricultural chemicals plant. Engineering for such plan,
which will include an engineering estimate of the cost of construction, is
progressing. Construction is expected to begin in 1997, cost approximately $22
million and take three to four years to complete. The work is being supervised
and paid for by the Company pursuant to its above described indemnification
obligation to Occidental. The Company has fully reserved the estimated costs of
performing the remedial action plan and required ongoing maintenance costs.

Studies have indicated that sediments of the Newark Bay watershed,
including the Passaic River adjacent to the plant, are contaminated with
hazardous chemicals from many sources. Studies performed by the Company and
others suggest that contaminants historically discharged by the Newark plant are
buried under several feet of more recent sediment deposits and are not moving.
The Company, on behalf of Occidental, negotiated an agreement with the EPA under
which the Company is conducting further testing and studies to characterize
contaminated sediment in a six-mile portion of the Passaic River near the plant
site. The Company currently expects such testing and studies to be completed in
1999 and cost from $4 million to $6 million after December 31, 1995. The Company
has reserved its estimate of the remaining costs to be incurred in performing
these studies as cf December 31, 1995. The Company has been conducting similar
studies under its own auspices for several years. Until these studies are
completed and evaluated, the Company cannot reasonably forecast what regulatory
program, if any, will be proposed for the Passaic River or the Newark Bay
watershed and therefore cannot estimate what additional costs, if any, will be
required to be incurred.

Hudson County, New Jersey. Until 1972, Chemicals operated a chromium ore
processing plant at Kearny, New Jersey. According to the DEP, wastes from these
on.: processing operations were used as fill material at a number of sites in
Hudson County.

As a result of negotiations between the Company (on behalf of Occidental)
and the DEP, Occidental signed an administrative consent order with the DEP in
1990 for investigation and remediation work at certain chromite ore residue
sites in Kearny and Secaucus, New Jersey. The work is being performed by the
Company on behalf of Occidental, and the Company is funding Occidental's share
of the cost of investigation and remediation of these sites and is currently
providing financial assurance for performance of the work in the form of a
self-guarantee in the amount of $20 million subject to the Company's continuing
ability to satisfy certain financial tests specified by the State. This
financial assurance may be reduced with the approval of the DEP following any
annual cost review. While the Company has participated in the cost of studies
and is implementing interim remedial actions and conducting remedial
investigations and feasibility studies, the ultimate cost of remediation is
uncertain. The Company anticipates submitting its investigation and feasibility
reports to the DEP in late 1996 or 1997. The results of the DEP's review of
these reports could impact the cost of any further remediation that may be
required. The Company has reserved its best estimate of the remaining cost to
perform the investigations and remedial work as being $50 million at December
31, 1995. In addition, the DEP has indicated that it expects Occidental and the
Company to participate with the other chromium manufacturers in the funding of
certain remedial activities with respect to a number of so-called "orphan"
chrome sites located in Hudson County, New Jersey. Occidental and the Company
have declined participation as to those sites for which there is no evidence of
the presence of residue generated by Chemicals. The Governor of New Jersey
issued an Executive Order requiring state agencies to provide specific
justification for
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any state requirements more stringent than federal requirements. The DEP has
indicated that it may be revising its soil action level upwards towards the
higher soil screening levels proposed by the EPA in 1994.

Painesville, Ohio. From about 1912 through 1976, Chemicals operated
manufacturing facilities in Painesville, Ohio. The operations over the years
involved several discrete but contiguous plant sites over an area of about 1,300
acres. The primary area of concern historically has been Chemicals' former
chromite ore processing plant (the "Chrome Plant"). For many years, the site of
the Chrome Plant has been under the administrative control of the EPA pursuant
to an administrative consent order under which Chemicals is required to maintain
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a clay cap over the sice and to conduct certain ground water and surface water
monitoring. Many other sites have previously been clay-capped and one specific
site, which was a waste disposal site from the mid-1960s until the 1970s, has
bef-n encapsulated and is being controlled and monitored. In September 1995, the
Ohio Environmental Protection Agency (the "OEPA") issued its Directors' Final
Findings and Order (th= "Director's Order") by consent ordering that a remedial
investigation and feasibility study (the "RIFS") be conducted at the former
Painesville plant area. The Company has agreed to participate in the RIFS as
required by the Director's Order. It is estimated that the total cost of
performing the RIFS will be $3 million to $5 million over the next three years.
In spite of the many remedial, maintenance and monitoring activities performed,
the former Painesville plant site has been proposed for listing on the National
Priority List under CERCLA; however, the EPA has stated that the site will not
be listed so long as it is satisfactorily addressed pursuant to the Director's
Order and OEPA's programs. The Company has accrued the estimate of its share of
the cost to perform the RIFS. The scope and nature of any further investigation
or remediation that may be required cannot be determined at this time; however,
as the RIFS progresses, the Company will continuously assess the condition of
thu Painesville plant site and make any changes, including additions, to its
reserve as may be required.

Other Former Plant Sites. Environmental remediation programs are in place
at all other former plant sites where material remediation is required in the
opinion of the Company. Former plant sites where remediation has been completed
are being maintained and monitored to insure continued compliance with
applicable laws and regulatory programs. The Company has reserved $6 million at
December 31, 1995, related to these sites, none of which are individually
material.

Third Party Sites. Chemicals has also been designated as a potentially
responsible party ("PPP") by the EPA under CERCLA with respect to a number of
third party sites, primarily off of Chemicals' properties, where hazardous
substances from Chemicals' plant operations allegedly were disposed of or have
come to be located. Numerous PRPs have been named at substantially all of these
sites. At several of these, Chemicals has no known exposure. Although PRPs are
almost always jointly and severally liable for the cost of investigations,
cleanups and other response costs, each has the right of contribution from other
PRPs and, as a practical matter, cost sharing by PRPs is usually effected by
agreement among them. Accordingly, the ultimate cost of these sites and
Chemicals' share of the costs thereof cannot be estimated at this time, but are
not expected to be material except possibly as a result of the matters described
below.

1. Fields Brook; Ashtabula, Ohio. At the time that Chemicals was sold to
Occidental, Chemicals operated a chemical plant at Ashtabula, Ohio which is
adjacent to Fields Brook. Occidental has continued to operate the Ashtabula
plant. In 1986, Chemicals was formally notified by the EPA that it was a PRP for
the Fields Brook site. The site is defined as Fields Brook, its tributaries and
surrounding areas within the Fields Brook watershed. At least 15 other parties
are presently considered to be financially responsible PRPs. In 1986, the EPA
estimated the cost of sediment remediation at the site would be $48 million. The
PPPs, including Occidental, have developed an allocation agreement for sharing
the costs of the work in Fields Brook ordered by the EPA. Under the allocation,
the Occidental share i:or Chemicals' ownership of the Ashtabula plant would be
about five percen. of the total, assuming all viable PRPs were to participate.

In 1990, the OEPA, as state trustee for natural resources under CERCLA,
advised previously identified PRPs, including Chemicals, that the OEPA intended
to conduct a Natural Resource Damage Assessment of the Fields Brook site to
calculate a monetary value for injury to surface water, groundwater, air, and
biological and geological resources at the site. Also, although Fields Brook
empties into the Asht.jbula River which flows into Lake Erie, it is not known to
what extent, if any, :he EPA will propose remedial action beyond Fields
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Brook for which the Fields Brook PRPs might be asked to bear some share of the
costs. Until all preliminary studies and necessary governmental actions have
been completed and negotiated or judicial allocations have been made, it is not
possible for the Company to estimate what the response costs, response
activities or natural resource damages, if any, may be for Fields Brook or
related areas, the parties responsible therefore or their respective shares.

It is the Company's position that costs attributable to the Ashtabula plant
frill under the Company's above-described cost sharing arrangement with
Occidental under which the Company bears one-half of certain costs up to an
aggregate dollar cap. Occidental, however, has contended that it is entitled to
full indemnification from the Company for such costs, and the outcome of this
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dispute cannot be predicted. The Company has reserved its estimate of its share
of potential cleanup costs based on the assumption that this site falls under
the Occidental cost sharing arrangement.

2. French Limited Disposal Site; Crosby, Texas. The PRPs, including
Chemicals (represented by the Company), entered into a consent decree and a
related trust agreement with the EPA with respect to this disposal site. The
consent decree was entered by the federal court as a settlement of the EPA's
claim for remedial action. Chemical's share of the cost to complete remediation
at. this site at December 31, 1995 is expected to be approximately $500,000 and
such amount is fully accrued.

3. SCP/Carlstadt Site; Carlstadt, New Jersey. Chemicals' share of
remediation costs at this CERCLA site would be approximately one percent, based
on relative volume of waste shipped to the site. An interim remedy has now been
implemented at the site by the PRPs but no estimate can be made at this time of
ultimate costs of remediation which may extend to certain off-site locations.

4. Chemical Control Site; Elizabeth, New Jersey. The DEP has demanded of
PRPs (including Chemicals) reimbursement of the DEP's alleged $34 million
(including interest through December 31, 1995) in past costs for its partial
cleanup of this site. The PRPs and the EPA have settled the federal claims for
co.i:;t recovery and site remediation, and remediation is now complete. Based on
the previous allocation formula, it is expected that Chemicals' share of any
money paid to the DEP for its claim would be approximately two percent. The
Company has fully reserved its estimated liability for this site.

Legal Proceedings

In November 1995, OxyChem filed suit in Texas state court seeking a
declaration of certain of the parties' rights and obligations under the sales
agreement pursuant: to which the Company sold Chemicals to Occidental. Henkel
joined in said lawsuit as a plaintiff in January 1996. Specifically, OxyChem and
Henkel are seeking a ceclaration that the Company is required to indemnify them
for 50% of certain environmental costs incurred on projects involving remedial
activities relating to chemical plant sites or other property used in connection
with the business of Chemicals on the Closing Date which relate to, result from
or arise out of conditions, events or circumstances discovered by OxyChem or
Henkel and as to which the Company is provided written notice by OxyChem or
Henkel prior to the expiration of ten years following the Closing Date,
irrespective of when OxyChem or Henkel incurs and gives notice of such costs,
subject to an aggregate $75 million cap. The Company believes that this lawsuit
is without merit and intends to defend same vigorously. The Company has
established reserves based on its 50% share of costs expected to be paid or
incurred by OxyChem arid Henkel prior to September 1996.

As of December 3:., 1995, the Company had paid OxyChem and Henkel a total of
approximately $39 million against said $75 million cap. The Company cannot
predict what portion of the approximately $36 million remaining as of that date
Occidental and Henkel may actually pay or incur prior to September 4, 1996, the
tenth anniversary of the Closing Date if they accelerate spending with regard to
such environmental costs; however, the Company has approximately $7 million
reserved at December 31, 1995, based on 50% of OxyChem's and Henkel's historical
annual expenditures. In the event OxyChem and Henkel prevail in this lawsuit,
the Company could be required to provide up to approximately $29 million in
additional reserves related to this indemnification.
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The Company has established reserves for legal contingencies in situations
where a loss is probable and can be reasonably estimated.

Future Outlook

In addition to maintaining and developing its core and emerging areas, it
i:i expected that, beginning in 1996, the Company will acquire or assume
responsibility for certain YPF exploration interests in South America (outside
Argentina) and the United States Gulf of Mexico. The Company will continue to
focus on maximizing the value of its core producing assets and seek new
investment opportunities in associated ventures.

Maxus currently projects total program spending (capital expenditures plus
exploration expenses) for 1996 to be approximately $249 million, compared to
$231 million in 1995. Indonesia will receive nearly $79 million, Midgard (U.S.)
$72 million, South Arrerica $62 million and exploration interests outside
Argentina acquired or assumed from YPF $25 million. The remaining $11 million
will be allocated to domestic and overseas new ventures. Funding for the 1996
spending program is expected to be provided through cash and cash equivalents on
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hand at the beginning of the year, expected cash from operations and capital
contributions from YPF as necessary. In addition to the 1996 program, Maxus has
financial and/or performance commitments for exploration and development
activities in 1997 and beyond none of which are material except for the recently
acquired Guarapichi; block in Venezuela discussed below.

In January 1996, t:he Company and its partners were successful in acquiring
the highly prospective Guarapiche block in Venezuela's first auction awards for
equity production in over 20 years. Guarapiche is located on the same trend as
the five billion barrel El Furrial field in northeastern Venezuela. The Company,
together with its partners, paid $109 million (approximately $27 million net to
the Company) to the Venezuelan government for rights to explore the Guarapiche
block. BP Exploration Orinoco Limited is the operator with a 37.5% working
interest while Amoco Production Company and the Company hold 37.5% and 25%
working interests, respectively. The Company's net exploration commitment is
anticipated to total approximately $15 million over the next five years.

The Company has b=gun discussions with other companies concerning the
establishment of a joint venture or other alliance with regard to Midgard's
business and assets. The objectives of such a joint venture or alliance would be
lowering unit costs, creating economies of scale and improving marketing
leverage. No joint venture or other partner has been selected and no assurances
can be given that the attempts to establish a joint venture or other alliance
will be successful. In addition, Maxus is considering a number of possible
capital and business restructuring alternatives; however, no decisions have been
made to take any specific action nor can there be any assurance that any
specific action will be taken.

By the end of 1995, management had streamlined the Maxus organizational
structure, reduced Maxus1 overhead costs and improved communications and
decision making. In addition, a "management by objectives" program was
introduced to make' each business unit and staff group directly responsible for
their accomplishments. These actions are expected to result in significant cost
sa'/ings.

The Company's foreign petroleum exploration, development and production
activities are subject to political and economic uncertainties, expropriation of
property and cancellation or modification of contract rights, foreign exchange
restrictions and other risks arising out of foreign governmental sovereignty
over the areas in which the Company's operations are conducted, as well as risks
of loss in some countries due to civil strife, guerrilla activities and
insurrection. Areas in which the Company has significant operations include the
United States, Indonesia, Ecuador, Bolivia and Venezuela.

In Ecuador, pipeline capacity available to the Company is sufficient to
transport only about <>0% of the oil the Company expected to be able to produce
daily, and none of the various projects to increase transportation capacity that
have been considered lias been approved by the government of Ecuador. In
addition, the Company is involved in a number of contract, auditing and
certification disputes with various government entities. Together, the lack of
pipeline capacity and the various disputes with government entities are
retarding the Company's ability to proceed with the economic development of
Block 16. Although th'= Company can
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give no assurances concerning the outcome of these discussions, progress has
recently been made on several important issues. The Company intends to reduce
program spending in Ecuador in 1996 to $19 million from $32 million in 1995.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.

The information required by this item appears on pages F-l to F-69 of this
report.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE.

Inapplicable.

PART III

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT.

Executive Officers of the Company

The following table sets forth certain information as of March 1, 1996
concerning the executive officers of the Company.
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<TABLE>
<CAPTION>

NAME POSITION WITH THE COMPANY

SERVED
AS AN
OFFICER
SINCE

Roberto Monti President and Chief Executive Officer
W. Mark Miller Executive Vice President and Treasurer
Michael C. Forrest Senior Vice President 
David A. Wadsworth Vice President, Legal 
Linda R. Engelbrecht Controller 
</TABLE>

Officers are elected annually by the Board of Directors (sometimes referred
to as the "Board") and may be removed at any time by the Board. There are no
family relationships an.ong the executive officers listed and there are no
arrangements or understandings with third parties pursuant to which any of them
were elected as officers, except that Mr. Monti received $120,000 from YPF in
respect of the period from August 21, 1995, when he was elected President, Chief
Executive Officer and a director of the Company, until October 9, 1995, when he
became an employee of the Company. Certain information regarding the principal
occupations and employment of each of the officers named above during the prior
five years is set forth below.

Mr. Monti was elected President and Chief Executive Officer and a director
of the Company effective August 21, 1995 and became an employee of the Company
on October 9, 1995. Prior to joining Maxus, Mr. Monti served as the President of
Dowtill, a division of Schlumberger Limited. Since joining the oilfield services
company in 1963, Mr. Monti has held various positions with Schlumberger,
including president and vice president of various divisions or subsidiaries.

Mr. Miller was elected Executive Vice President and Treasurer of the
Company in November 1995. Mr. Miller joined a former subsidiary of Maxus in 1981
as Manager, Taxes and has held various positions with the Company since such
time, including Director, Exploration and Production Taxes; Director, Operations
Auditing; General Manager, Indonesia; and Vice President of the Company.

Mr. Forrest joined the Company in 1992 as special assistant to the Chairman
and later that year was elected Vice Chairman and Chief Operating Officer. Prior
to 1992, he was with Shell U.S.A. for more than five years, last serving as
President of its subsidiary, Pecten International Company. Mr. Forrest was named
Senior Vice President, Business Development of the Company in 1994. Mr. Forrest
has been a Senior Vice President of the Company since 1994.

Mr. Wadsworth was elected Vice President, Legal of the Company in June
1995. Mr. Wadsworth joined Natomas Company, a former subsidiary of Maxus, in
1979. He has served in various positions with the Company, including Associate
General Counsel and Corporate Secretary, since such time.
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Mrs. Engelbrecht w.is elected Controller of the Company in November 1995.
She joined a former subsidiary of the Company in 1978 as a financial associate
and has held various positions with the Company, including Director of Financial
Reporting and Assistant Controller, since such time.

Directors of the Company

Certain information regarding each director, including his age, is set
forth below. Each director is elected at the annual meeting of stockholders for
a term of one year.

CHARLES L. BLACKBURN:  a director of the Company since 1986. For more
than five years prior to his retirement in April 1995, he was also the Chairman,
President and Chief Executive Officer of Maxus. He is currently an international
consultant for the Company. Mr. Blackburn also serves as a director of Lone Star
Technologies, Inc. .and Landmark Graphics Corporation.

CEDRIC BRIDGER: , a director of the Company since April 1995. Mr. Bridger
has been Vice President, Finance and Corporate Development of YPF since 1992.
From 1989 to 1992, he was employed by CSV Industrias Mecanicas in Brazil, last
serving as Marketing Manager. Previously, he was associated with Hughes Tool
Company from 1964 to 19f!9.

GEORGE L. JACKSON:  a director of the Company since 1987. Mr. Jackson

1995
1995
1992
1995
1995

Non-Responsive

Non-Responsive

Non-Responsive

Non-Responsive
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has been an oil field service consultant for more than five years.

NELLS LEON: , a director of the Company since June 1995. Mr. Leon has
been a director of YPE since 1991, and was elected President of YPF in May 1995.
Mr. Leon held various positions with YPF from 1956 to 1977 and from 1983 to
1937. Since 1990, he has served as Executive Vice President. He was Vice
President of Operations of Sol Petroleo S.A. from 1987 to 1990.

JAMES R. LESCH:  a director of the Company since April 1995. Mr. Lesch
has been a director of YPF since 1993. He is currently retired, having retired
from Hughes Tool Company in 1986. He was Chief Executive Officer (1979-1986) and
Chairman of the Board (1981-1986) of Hughes Tool Company and also served as
Commissioner, State of Texas Department of Commerce (1988-1992). Previously, he
served as Director of the American Petroleum Institute. Mr. Lesch also serves as
a director of TransTexas Gas Corporation.

ROBERTO MONTI: , a director, President and Chief Executive Officer of the
Company since Auguat 1995. Prior to such time, Mr. Monti had been employed since
1963 by Schlumberger Limited, an oil field services company, in various
capacities. He most recently served as President of Dowell, a division of
Schlumberger Limited.

P. DEXTER PEACOCK:  a director of the Company since April 1995. Mr.
Peacock has been a partner of the law firm of Andrews & Kurth L.L.P. since 1975.
He is a member of the firm's Management Committee. He currently serves as a
director of Texas Commerce Bank National Association and as an alternate
director of YPF.

R. A. WALKER:  ii director of the Company since 1994. He is a Managing
Director of Prudential Capital Group and a Vice President of The Prudential
Insurance Company of America ("Prudential"). Mr. Walker has held similar
positions with Prudential Capital Group for the past five years. He was elected
to the Board of Directors of Maxus by Prudential pursuant to the terms of the
$9.75 Preferred Stock.

ITEM 11. EXECUTIVE COMPENSATION.

DIRECTOR COMPENSATION

The Company pays each director who is not an employee of the Company or YPF
(other than Mr. Blackburn) an annual retainer of $20,000 and a fee of $1,000 for
each meeting of the 3oard attended and for each committee meeting attended. For
so Icng as Mr. Blackburn is an international consultant to the Company, he will
not be entitled to such compensation paid to other non-employee Directors.
See — "Employment Contracts and Termination of Employment and Change in Control
Agreements."
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EXECUTIVE OFFICER COMPENSATION

The following tables set forth compensation awarded to, earned by or paid
to thsi executive officers named below in 1993, 1994 and 1995.

SUMMARY COMPENSATION TABLE

:TABLE>
:CAPTION>

ANNUAL COMPENSATION

NAME AND
PRINCIPAL POSITION YEAR

SALARY
($)

BONUS
($)

LONG TERM
COMPENSATION

SECURITIES
UNDERLYING
OPTIONS/SARS

(t)

ALL OTHER
COMPENSATION

($)

s>
oberto Monti
President and Chief Executive Officer

. Mark Miller ,
Executive Vice President and Treasurer

ichael C. Forrest
Senior Vice President

ivid A. Wadsworth
Vice President, Legal

<C>
1995
1994
1993
1995
1994
1993
1995
1994
1993

. 1995
1994

<C>
302,052(1)

N/A
N/A

174,900
N/A
N/A

261,016
304,020
298,020
155,640

N/A

<C>
30,000(2)

N/A
N/A

60,000
N/A
N/A

60,000
100,000
75,000
52,000

N/A

0
N/A
N/A
0

N/A
N/A
0

65,000
0
0

N/A

10,923(3)
N/A
N/A
086(4)
N/A
N/A
032(5)
241(3)

87

,291
18
17,881(3)
9,338(3)
N/A

Non-Responsive

Non-Responsive

Non-Responsive

Non-Responsive

Non-Responsive
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1993 N/A N/A N/A N/A

Linda R. Engelbrecht 1995 119,910 36,000 0 7,195(3)
Controller 1994 N/A N/A N/A N/A

1993 N/A N/A N/A N/A
Charles L. Blackburn 1995 209,331 0 0 4,996,344(6)
Chairman, President and Chief 1994 519,996 200,000 185,000 31,200(3)

Executive Officer 1993 512,496 100,000 0 30,750(3)
(executive officer through April 21,
1995)

Peter Gaffney 1995 300,000(7) 0 0 0
President and Chief Executive Officer 1994 N/A N/A N/A N/A

(executive officer from April 21,
1995 1993 N/A N/A N/A N/A

through August 21, 1995)
G. W. Pasley 1995 167,703 0 0 1,007,245(8)
Senior Vice Presiden: 1994 208,440 100,000 65,000 12,506(3)

(executive office:: through 1993 198,840 45,000 0 11,930(3)
August 31, 1995)

Glen R. Brown 1995 189,582 0 0 942,434(9)
Vice President and Controller 1994 174,420 55,000 28,000 10,465(3)

(executive officer through 1993 165,375 25,000 0 9,923(3)
December 15, 1995)

</TABLE>
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(1) Mr. Monti became a consultant, officer and director of the Company on August
21, 1995, and an employee of the Company on October 9, 1995. He received
3120,000 of this amount from YPF in respect of his serving as President and
Chief Executive: Officer of the Company prior to the date on which he became
an employee.

(2) Mr. Monti was paid this amount as a signing bonus upon commencement of his
employment with the Company.

(3) These payments represent the Company's matching contributions to this
individual's qualified and non-qualified savings plans' accounts.

(4) $76,592 of this amount represents a payment made in accordance with Mr.
Miller's employment agreement (see—"Employment Contracts, Termination of
Employment and Change in Control Agreements"), and $10,494 of such amount
represents the Company's matching contributions to Mr. Miller's qualified
and non-qualified savings plan accounts.

(5) $1,075,383 of this amount represents a payment made in accordance with Mr.
Forrest's change in control agreement (see—"Employment Contracts,
Termination of Employment and Change in Control Agreements"); $199,988
represents payment in respect of the surrender pursuant to the terms of the
Merger Agreement of options and stock appreciation rights ("SARs") held by
Mr. Forrest (see taole below entitled "Aggregated Option/SAR Exercises in
the Last Fiscal Year and FY-End Option/SAR Values"); and $15,661 of such
amount represents tne Company's matching contributions to Mr. Forrest's
qualified and non-qaalified savings plan accounts.

(6) $120,000 of this amaunt represents payments in connection with Mr.
Blackburn's consulting agreement with the Company (see—"Employment
Contracts and Termination of Employment and Change in Control Agreements"),
$2,662,070 of such amount represents a severance payment made in accordance
with Mr. Blackburn':; change in control agreement (see "— Employment
Contracts, Termination of Employment and Change in Control Agreements");
$1,943,632 of such amount represents a lump sum payment to Mr. Blackburn in
respect of the Company's retirement plans, including the Supplemental
Executive Retirement Plan; $298,396 represents a distribution from Mr.
Blackburn's savings plan accounts; $104,588 represents payment in respect of
restricted shares ol: Common Stock, the restrictions on which lapsed on May
1, 1995 in accordance with their terms; and $10,400 of such amount
represents the Company's matching contributions to Mr. Blackburn's qualified
and non-qualified savings plan accounts.

(7) Mr. Gaffney became a consultant and an officer of the Company on April 21,
1995 and an employee of the Company on June 6, 1995. Pursuant to an
agreement between Mr. Gaffney and the Company, he received a total of
$300,000, $195,721 of which was paid with respect of the period during which
he was an employee of the Company.

(8) $835,893 of this amount represents a severance payment made in accordance
with Mr. Pasley's change in control agreement (see—"Employment Contracts,
Termination of Employment and Change in Control Agreements"); $162,714
represents a distribution or rights to a distribution from Mr. Pasley's
savings plan accounts; and $8,578 of such amount represents the Company's
matching contributions to Mr. Pasley's qualified and non-qualified savings
plan accounts.

(9) $619,877 of this amcunt represents a severance payment made in accordance
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with Mr. Brown's change in control agreement (see—"Employment Contracts,
Termination of Employment and Change in Control Agreements"); $84,999
represents payment in respect of the surrender pursuant to the terms of the
Merger Agreement of options and SARs held by Mr. Brown (see table below
entitled "Aggregated Option/SAR Exercises in the Last Fiscal Year and FY-End
Option/SAR Values">; $13,772 represents payment in respect of restricted
shares of Common S':ock, the restrictions on which lapsed on May 1, 1995 in
accordance with their terms; $213,560 represents a distribution or rights to
a distribution from Mr. Brown's savings plan accounts; and $10,226
represents the Company's matching contributions to Mr. Brown's qualified and
non-qualified savings plan accounts.

AGGREGATED OPTION/SAR EXERCISES IN THE LAST FISCAL YEAR
AND FY-END OPTION/SAR VALUES

<TABLE>
<CAPTION>

NAME

SHARES
ACQUIRED

ON
EXERCISE

(#)

VALUE
REALIZED
(S) (1)

NUMBER OF
SECURITIES
UNDERLYING
UNEXERCISED

OPTIONS /SARS AT
FY-END (#)

EXERCISABLE/
UNEXERCISABLE

VALUE OF
UNEXERCISED
IN-THE-MONEY
OPTIONS/SARS
AT FY-END (S)
EXERCISABLE/
UNEXERCISABLE

Roberto Monti
W. Mark Miller
Michael C. Forrest...
David A. Wadsworth...
Linda R. Engelbrecht.
Charles L. Blackburn.
Peter Gaffney
G. W. Pasley
Glen R. Brown

</TABLE>
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0
138,532
199,998(2)
10,930

740
0(2)
0

25,000(2)
84,999(2)

0/0
0/0
0/0
0/0
0/0
0/0
0/0
0/0
0/0
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(li These payments were made in respect of the surrender of options and any SARs
held by the named executive officers as contemplated by the terms of the
Merger Agreement. No shares of stock were acquired in these transactions.

(21 Although each of these named executive officers surrendered all of his
options and SARs in 1995, payment was not made in 1995 by the Company in
respect of a certain number of such options and SARs due to then pending tax
and other questions. Such questions have been resolved and these named
officers received the following amounts in 1996 for their surrendered
options and SARs: Mr. Monti—0; Mr. Miller—0; Mr. Forrest--$182,102; Mr.
Wadsworth--0; Mrs. Engelbrecht—0; Mr. Blackburn—$939,256; Mr. Gaffney—0;
Mr. Pasley—$307, 173; and Mr. Brown—$87, 502 .

EMPLOYMENT CONTRACTS AND TERMINATION OF EMPLOYMENT AND CHANGE IN CONTROL
AGREEMENTS

Employment Contracts. On April 5, 1995, the Company entered into an
agreement with Mr. Gaffney, a director and the President and Chief Executive
Officer of the Company from April 21, 1995 to August 21, 1995, whereby Mr.
Gaffney served in the capacity of chief executive officer of the Company in
consideration of payment of $50,000 a month from the date of such agreement
through September 30, 1995. A total of $300,000 was paid to Mr. Gaffney under
this agreement, $195,721 during the period he was an employee. In addition,
Gaffney, Cline, an oil and gas technical and management consulting firm of which
Mr. Gaffney is a Senior Partner, entered into an agreement with the Company
obligating the Company to pay Gaffney, Cline $500,000 in consideration of
Gaffney, Cline granting Mr. Gaffney a leave of absence to enable him to serve as
the Company's chiesf executive officer.

The Company entered into an agreement effective July 1, 1995 in replacement
of a change in control agreement dated November 1, 1991 with Mr. Miller,
Executive Vice President and Treasurer of the Company, under which Mr. Miller is
to be employed for a term of four years at not less than his then current
salary, plus an annual bonus not less than the amount of the largest bonus paid
to Mr. Miller in respect of the years 1992, 1993 or 1994, and a "sign-on" bonus
in the amount of 376,'>92. In addition, a "stay on" bonus in the amount of
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$76,592 is payable under this agreement on each of July 1, 1996, 1997 and 1998
provided, as to each such "stay on" bonus, that Mr. Miller continues to be an
employee of the Company on the respective payment date. Under the agreement, in
the event that Mr. Miller's employment is terminated under certain
circumstances, severance compensation will be paid to Mr. Miller as specified
therein.

On December 27, 1'395, the Company entered an agreement with Mr. Monti, a
director and the President and Chief Executive Officer of the Company, pursuant
to which his Foreign Service Pay, as defined in such agreement, payable with
respect to services rendered from and after January 1, 1996 will be credited by
the Company to a deferral account which will bear interest at a specified rate
and the balance of which will be paid to Mr. Monti under certain circumstances,
including termination of his employment with the Company.

Mr. Blackburn, a director and formerly the Chairman, President and Chief
Executive Officer of the Company, became an international consultant during 1995
to YPF pursuant to a consulting agreement which was subsequently assigned to
Maxus. Under the two-year contract, Mr. Blackburn will be available to render
consulting services for a minimum of 60 days per year and be paid a retainer of
$180,000 per year. Mr. Blackburn will be paid $3,000 per day for each day of
consulting provided in excess of 60 days per year. Office space is made
available to him in Dallas and Buenos Aires. During 1995, Mr. Blackburn was paid
a total of $120,000 under the terms of this contract.

Termination of Employment Agreements. On August 3, 1995, the Company
entered into an agreement with Mr. Monti under which he will receive a severance
payment from the Company in the amount of $3 million in the event that his
employment with the Company is terminated (i) by Mr. Monti or the Company for
reason of death or disability; (ii) by the Company other than for cause; (iii)
by Mr. Monti for any reason within six months following a take-over (other than
to accept employment with YPF); and (iv) by Mr. Monti for any reason after
reaching age 65.

Separation Pay Plan. Under the Separation Pay Plan, most employees (other
than non-resident aliens), excluding Mr. Monti (who has waived any rights
thereunder) but including the other named executive
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officers, are eligible for separation pay if their employment is terminated for
any reason other than death, voluntary termination of employment, voluntary
retirement or discharge for reasons of criminal activity, willful misconduct,
gross negligence in the performance of duties or violation of Company policy.
The payment to be received under the plan by a particular employee depends on
hi:; job classification and length of service and whether termination occurs
after the elimination of the employee's position or a change in control of the
Company (as defined in the plan). In the case of the named executive officers,
the plan provides in most cases for separation pay in an amount equal to
two-weeks' base pay for each year of service with the Company, plus three
months' base pay, not to exceed a maximum of 12 months1 base pay; and, in the
caae of a change in control of the Company, separation pay in an amount equal to
one month's base pay for each year of service with the Company, but not less
than 12 months' base pay nor more than 24 months' base pay. The plan requires
that employees sign releases as a condition of receiving separation pay.
Executive officers are not entitled to separation pay under the plan to the
extent they receive severance payments under the change in control agreements
discussed below or employment contracts discussed above. The acquisition of the
Company by YPF constitutes a change in control under the Separation Pay Plan,
thereby triggering the post-change in control separation formula until April 5,
1997.

Change in Control Agreements. In 1987 or thereafter, the Company entered
into agreements with certain executives including Messrs. Blackburn, Forrest,
Brown, Pasley and Miller which were binding upon execution but were to become
operative on a change of control of the Company. Pursuant to the terms of said
agreements, they becarre operative when YPF acquired control of the Company.

Under these agreements, the executive officer is entitled to continue in
the employ of the Company until the earlier of the expiration of the third
anniversary of the occurrence of a "change in control" or the executive's death
at an annual base salary of not less than the rate in effect upon the occurrence
of a change in control plus an incentive award of not less than the highest such
award received by the executive for any year in the three calendar years
immediately preceding the change in control. Under the agreements, a "change of
control" includes the following: (i) the merger, consolidation or reorganization
of the Company after which a majority of voting power of the Company is held by
persons other than the- holders thereof prior to such event; (ii) the sale of all
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or substantially all of the assets of the Company to an entity, the majority of
the voting power of which is not held by holders of the voting power of the
Company before such sale; (iii) a report is filed on Schedule 13D or Schedule
14D-1 showing that a person is the beneficial owner of 25% or more of the voting
power of the Company; (iv) the Company files a Form 8-K or proxy statement
disclosing that a change in control has or may occur; or (v) a change in the
composition of the majority of the Board under certain circumstances occurs
during any period of two consecutive years. In the event the Company terminates
the executive's employment during such term without cause, the executive will be
entitled to receive as severance compensation a lump-sum payment equal to the
present value of the cash compensation payable under the agreement in the
absence of such termination, not to exceed 299% of his "base amount" as defined
in the Internal Revenue Code of 1986, as amended (the "Code"), without any
reduction for subsequent earnings.

Under these agreements, continuation of benefits under employee benefit
plans of the Company i:s provided after termination during the remainder of the
original term of employment. The agreements include provisions which limit the
amounts payable under them in certain circumstances in which the net after-tax
amount received by the officer would be reduced as a result of the applicability
of the 20% excise tax :.mposed in respect of certain change in control payments
under the Code. The Conpany has assumed the obligation to pay certain fees and
expenses of counsel incurred by the executive officers if legal action is
required to enforce their rights under the agreements and has secured such
obligation by obtaining a letter of credit issued by a commercial bank.

On April 7, 1995, all of the Company's then executive officers, including
Messrs. Blackburn, Forrest, Pasley and Brown, gave notice of their intent to
resign under circumstances in which they had the right to receive severance
payments under the change in control agreements. In order to facilitate the
transition following the acquisition by YPF, the Company and the eight executive
officers who were parties to such agreements (Messrs. Blackburn, Forrest,
Pasley, Brown, S. G. Crowell, M. J. Barron, M. J. Gentry and M. Middlebrook)
agreed that such executive officers would continue to work for the Company in
their then present positions at their then current levels of compensation until
June 30, 1995 or such date as otherwise
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mutually agreed. The Company also agreed to pay such executive officers' said
severance payments no later than April 15, 1995. Mr. Blackburn resigned as
Chairman, Chief Executive Officer and President of the Company on April 21, 1995
and retired as an emplcyee of the Company on April 30, 1995. Messrs. Brown and
Pas Ley resigned effective December 15, 1995 and August 31, 1995, respectively.
All of such other executive officers resigned on June 30, 1995, except Mr.
Forrest who agreed to continue in the employment of the Company at a reduced
salary and as an "at will" employee. Pursuant to said agreements and the change
in control agreements, the named executive officers and all of the executive
officers as a group (including said former executive officers) received
"severance" payments in the following amounts: Mr. Monti—$0; Mr. Miller—SO;
Nr. Forrest—$1.0 million; Mr. Wadsworth—$0; Mrs. Engelbrecht—$0; Mr.
Blackburn--$2.7 million; Mr. Gaffney—$0; Mr. Pasley--$0.9 million; and Mr.
Brown—$0.6 million and the executive officers (including said former executive
officers) as a group, $7.9 million.

RETIREMENT PROGRAM

Effective February 1, 1987, the Company adopted a new retirement income
plan (the "New Retirement Income Plan") applicable to most of its employees to
replace the Company's former retirement income plans under which such employees
ceased to accrue benefits on January 31, 1987. Under the New Retirement Income
Plan, a covered employee acquires a right upon retirement to a yearly amount
equal to 2% of the employee's earnings during each year from February 1, 1987
forward (rather than on final compensation or average final compensation)
without offset for social security benefits. Benefits under the New Retirement
Income Plan become vested after five years of service. Benefits may be paid in
equal monthly installments, starting on the date of retirement and continuing
until death, or employees may select one of a number of optional forms of
payment having equal actuarial value as provided in the plan. The benefits
payable under the New Retirement Income Plan are subject to maximum limitations
under the Employee Retirement Income Security Act of 1974, as amended ("ERISA"),
and the Code. In the case of the named executives, if benefits at the time of
retirement exceed the then permissible limits of such statutes, the excess would
be paid by the Company from the "SERF" described below.

The Company has an unfunded Supplemental Executive Retirement Plan that
provides additional benefits to the Company's highest ranking officer, the other
namiid executives and to certain executive employees designated by the highest
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ranking officer. Under the SERF, a participant acquires the right to a lump sum
amcunt upon retirement which is the actuarial equivalent of a straight life or,
if married, a 50% joint and survivor annuity payable monthly in an amount equal
to (a) the sum of (i) 1.6% of the participant's average monthly compensation in
1966 times the years o:: service through January 31, 1987, plus <ii) 2% of the
participant's average monthly compensation after January 31, 198"7 times the
years of service after January 31, 1987 plus an additional five years less (b)
the1 amount of the benefits calculated for such participant under the Company's
other retirement plans. The maximum benefit payable is 60% of the participant's
high three-year average pay. The amounts calculated under the SERP are not
subject to any reduction for Social Security and are not determined primarily by
final compensation or average final compensation and years of service. If a
participant dies while still employed by the Company and is survived by an
eligible spouse, the surviving spouse will receive a lump-sum payment equal to
the present value of o:ie-half of the benefit which would have been payable to
the participant at his normal retirement age under the SERP assuming the
participant had terminated employment with the Company at the time of death with
a vested interest under the SERP and that the participant survived to the normal
retirement age. In the case of retirement after age 55 but before age 60, the
supplemental retirement benefits generally will be reduced by 5% for each year
that the employee's actual retirement date precedes age 60. The benefits
provided under the plan will vest upon completion of five years of service or
attainment of age 55.

The estimated annual benefits payable upon retirement at normal retirement
age (or January 1, 1996 in those cases where the participant's age on that date
was greater than normal retirement age) under the Company's retirement plans as
supplemented by the SERP based on service and compensation through December 31,
1935 for the executive officers named in the compensation table are as follows:
Mr. Monti— $82,668, Mr. Miller--$46,751, Mr. Forrest—$64,502, Mr.
Wadsworth—$52,900, Mrs. Engelbrecht—$33,863 and Mr. Gaffney—$0. The annual
benefits payable under the Company's retirement plans as supplemented by
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the SERP to Mr. Blackturn who retired on April 30, 1995 (and received a lump sum
distribution of his retirement benefits) were $193,006. The annual benefits
payable at normal retirement age to Mr. Brown who resigned from the Company
effective December 15, 1995 are $61,207 and to Mr. Pasley who resigned from the
Company effective August 31, 1995 are $58,002.

Whether any amounts actually become payable in whole or in part depends on
the contingencies and conditions governing the applicable retirement plan.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

From January 1, 1995 to April 21, 1995, the Compensation Committee of the
Board of Directors consisted of J. David Barnes, B. Clark Burchfiel, Charles W.
Hall, George L. Jackson and Richard W. Murphy. From April 21, 1995 to June 7,
1995, the Compensation Committee consisted of Jose Estenssoro, Cedric Bridger
and James R. Lesch. On June 7, 1995, Nells Leon replaced Mr. Estenssoro.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Except as provided in the next succeeding sentence, the following table
sets forth the beneficial ownership (as defined in the rules of the Securities
and Exchange Commission) as of February 1, 1996 of the equity securities of the
Company and YPF by the directors, the named executive officers and all directors
and executive officer:; as a group. At such date, none of the directors or
executive officers beneficially owned any $4.00 Preferred Stock, $9.75 Preferred
Stock or $2.50 Preferred Stock.

<TABLE>
<CAPTION>

NAME OF BENEFICIAL OWNER TITLE OF SECURITY

AMOUNT AND NATURE
OF SECURITIES
BENEFICIALLY

OWNED

C. L. Blackburn

C<:ldric Bridger

Glen R. Brown

Linda Engelbrecht

Common Stock
YPF Class "D"
Common Stock
YPF Class "D"
Common Stock
YPF Class "D"
Common Stock
YPF Class "D"

-0-
-0-

3, 942
-0-
-0-
-0-
-0-



Michael C. Forrest.

Pe'ier Gaffney

George L. Jackson.

Nells Leon.

James R. Lesch.

W. Mark Miller.

Roberto Monti.

George w. Pasley.

P. Dexter Peacock.

David A. Wadsworth.

Common Stock..
YPF Class "D".
Common Stock..
YPF Class "D".
Common Stock..
YPF Class "D".
Common Stock..
YPF Class "D".
Common Stock..
YPF Class "D".
Common Stock..
YPF Class "D".
Common Stock..
YPF Class "D".
Common Stock..
YPF Class "D".
Common Stock..
YPF Class "D".
Common Stock..
YPF Class "D".

-0-
3,000
-0-
-0-
-0-
-0-

-0-

2,000
-0-
-0-
-0-
-0-
-0-
-0-

3,000
-0-
-0-

(2)
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<TABLE>
<CAPTION>

NAME OF BENEFICIAL OWNER TITLE OF SECURITY

AMOUNT AND NATURE
OF SECURITIES
BENEFICIALLY

OWNED

R. A. Walker.

Directors and Executive Officers,
as a group

</TABLE>

Common Stock..
YPF Class "D".
Common Stock..
YPF Class "D".

-0-
-0-(1)(3)

11,942(2) (4)

(1) Does not include Common Stock owned by YPF, as to which each of Messrs.
Bridger, Leon, Lesch and Peacock disclaim any beneficial ownership.

(2) Does not include 3)7 YPF Class "D" shares owned by Mr. Leon's wife, as to
which Mr. Leon disclaims any beneficial ownership.

(3) Does not include equity securities owned by Prudential, as to which Mr.
Walker disclaims beneficial ownership.

(4) Directors and executive officers individually and as a group did not own
more than 1% of th<; Common Stock or YPF Class D shares.

To the knowledge of the Company, as of February 1, 1996, no person
beneficially owned more than 5% of any class of the Company's voting securities
except as set forth below:

<TP,BLE>
<C?.PTION>

NAME AND ADORES!; OF BENEFICIAL OWNER TITLE OF CLASS

AMOUNT AND
NATURE OF
SHARES

BENEFICIALLY
OWNED

PERCENT
OF CLASS

YPF Sociedad Anonima
Avenida Pte. Roque
Saenz Pena 777
1364 Buenos Aires
Brgentina

The Prudential Insurance Company of America

Prudential Plaza
Newark, New Jersey 07102-3777

Kidder, Peabody Group ::nc
10 Hanover Square
New York, New York 10005

</TABLE>

Common Stock

Common Stock
$9.75
Preferred
Stock
Common Stock

135,609,772 100%

7,910,000(1) 5.6%

1,250,000(2) 100.0%

8,000,000(3) 5.6%
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(1) Prudential reported on Amendment No. 7 to Schedule 13G, dated February 12,
1996, in connection with beneficial ownership at December 31, 1995, that it
had sole voting and dispositive power with respect to all 7,910,000 shares
of Common Stock indicated above as beneficially owned by it. The information
herein regarding such shares assumes that Prudential's ownership had not
changed as of February 1, 1996 and is included in reliance on such Amendment
No. 7, except that the percent of class is based upon the Company's
calculations made in reliance upon the information regarding such shares
contained in such Amendment No. 7.

(2; On February 28, 1995, the Company and Prudential entered into an agreement
pursuant to which Prudential waived certain rights, including conversion
rights and registration rights. See "Item 13. Certain Relationships and
Related Transactions."

(3) Kidder, Peabody Group Inc. ("Kidder") reported on Schedule 13D, dated
October 10, 1992, that it owns 8,000,000 warrants, each representing the
right to purchase from the Company at any time prior to 5:00 p.m. on October
10, 1997 one share of Common Stock at a price of $13.00 per share. The
8,000,000 shares of Common Stock reported as beneficially owned by Kidder
result from the assumed exercise of all 8,000,000 of such warrants.
According to said Schedule 13D, General Electric Company is the indirect
parent of Kidder. The information herein regarding such shares assumes that
Kidder's beneficial ownership thereof had not changed as of February 1, 1996
and is included herein in reliance on such filing, except that the percent
of class is based upon the Company's calculations made in reliance upon the
information regarding such shares contained in such filing.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS.

The Company has business transactions and relationships in the ordinary
coarse of business with unaffiliated corporations and institutions with which
certain of its directors, executive officers and substantial stockholders are
affiliated, including the transactions discussed below. All such transactions
are conducted on an arm's-length basis.
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Gaffney, dine, an oil and gas technical and management consulting firm of
which Mr. Gaffney, the President and Chief Executive Officer and a director of
the Company from April 21, 1995 to August 21, 1995, is a Senior Partner, has
provided oil and gas technical and management consulting services to the Company
for which the Company paid Gaffney, Cline approximately $490,000 during 1995.
The Company and Gaffney, Cline have agreed that Gaffney, Cline will continue to
provide such services in 1996 and it is anticipated that the fees for such
services will be lower.

During 1996 through the date of this report, YPF has made capital
contributions to the Company in the aggregate amount of $64 million pursuant to
the terms of the Keepwell Covenant (see "Item 7. Management's Discussion and
Analysis of Financial Condition and Results of Operations—Liquidity and Capital
Resources"). It is anticipated that YPF could be required to make capital
contributions in 1996 totaling approximately $200 million to $250 million to
fund the Company's obligations. Actual capital contributions made by YPF could
vary significantly depending on, among other circumstances, oil and gas prices
and program spending commitments. Such capital contributions will be credited to
YPF's obligations under the Keepwell Covenant and will entitle YPF to shares of
Common Stock.

During 1995, YPF made an advance to the Company in the amount of $7
million. The Company and YPF intend to enter into a loan agreement during 1996
to facilitate short-term loans by YPF to the Company and short-term loans by the
Company to YPF of excess cash balances. It is expected that loans will be made
by the parties under the loan agreement during 1996, and while the number and
amounts thereof are not presently known, it is expected that they will aggregate
in excess of $60,000.

Mr. Peacock, a d:.rector of the Company, is a partner in the law firm of
Andrews & Kurth L.L.P. Andrews & Kurth provided certain legal services to the
Ccmpany (including services rendered to YPFA Corp. in connection with the
Merger), the fees for which the Company paid Andrews & Kurth approximately
$3,180,000 in 1995. !•: is anticipated that Andrews & Kurth will continue to
provide legal service;; to the Company during 1996 and that the fees for such
services will be significantly lower.
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The Company and YPF intend to enter into a services agreement whereby the

Company would render 01: arrange for services to be rendered to or for the
benefit of YPF and YPF would render or arrange for services to be rendered to or
for the benefit of the Company, and each party would be compensated on the basis
of the cost to them of such services. It is not presently known what the cost of
these services will be to either party but it is expected that it will exceed
$60,000.

During 1995, Prudential was the record or beneficial owner of more than 5%
of one or more of the classes of the Company's voting securities. Mr. Walker, an
officer of Prudential, was elected as a director of the Company by Prudential as
holder of all of the $3.75 Preferred Stock and pursuant to the terms thereof.
The Company offers its employees the opportunity to participate in medical
programs administered by Prudential. In addition. Prudential provides services
and coverages relating to pension and life insurance programs for retired
employees of Gateway Coal Company, a partnership owned by the Company. During
1995, the Company paid Prudential approximately $238,000 for these services. The
Company and Prudential have agreed that Prudential will continue to perform such
services during 1996 and anticipate that the fees for the year will be somewhat
higher.

Also during 1995, Prudential and the Company entered into an agreement to
induce Prudential, as the holder of the $9.75 Preferred Stock, to consent to the
Merger as required by the terms of the Company's Restated Certificate of
Incorporation. Under the agreement, the Company and Prudential agreed to waive
certain rights and covenants with respect to the $9.75 Preferred Stock and the
Company paid Prudential a restructuring fee of $250,000.

COMPLIANCE WITH SECTION 16(A) OF THE SECURITIES EXCHANGE ACT OF 1934

During 1995, a former director of the Company, Raymond A. Hay, filed a Form
4 reporting a sale of Common Stock in the month following the date upon which
such filing was due.
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PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K.

(a) Documents filed as part of this report:

(1) Financial Statements—The following financial statements appear on
pages F-l t.hrough F-26 and F-30 through F-69 of this report.

Consolidated Statement of Operations for the years ended December 31,
1994 and 1993, the three months ended March 31, 1995 and nine months
ended December 31, 1995.

Consolidated Balance Sheet at December 31, 1995 and 1994.

Consolidated Statement of Cash Flows for the years ended December 31,
1994 and 1993, the three months ended March 31, 1995 and nine months
ended December 31, 1995.

Notes to Consolidated Financial Statements.

Report of independent Public Accountants.

Supplementary Financial Information (unaudited).

Quarterly Data (unaudited).

(2) Financial Statement Schedules.

None

Condensed parent company financial information has been omitted, since the
amount of restricted :iet assets of consolidated subsidiaries does not exceed 25%
of total consolidated net assets. Also, footnote disclosure regarding
restrictions on the ability of both consolidated and unconsolidated subsidiaries
to transfer funds to the parent company has been omitted since the amount of
such restrictions does not exceed 25% of total consolidated net assets.

(3) Exhibits.

Each document marked by an asterisk is incorporated herein by reference to
t:ie designated document previously filed with the Securities and Exchange
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Commission (the "Commission"). Each of Exhibits Nos. 10.1 through 10.10 and
10.15 through 10.25 is a management contract or compensatory plan, contract or
arrangement required to be filed as an exhibit hereto by Item 14(c) of Form
10-K.

<TABLE>

3(i)

3(ii)

4.1

4.2

</TABLE>
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<TABLE>

-Restated Certificate of Incorporation of the Company (Exhibit 3(i).2
to the Company's Quarterly Report on Form 10-Q for the quarter ended
June 30, 1995) .*
-By-Laws of the Company (Exhibit 3(ii).2 to the Company's Quarterly
Report on Form 10-Q for the quarter ended September 30, 1995).*
-Indenture dated as of April 1, 1978 between Diamond Shamrock
Corporation ("Diamond") and Mellon Bank, N.A. relating to Diamond's
$150,000,000 8 1/2% Sinking Fund Debentures due April 1, 2008 (Exhibit
4.1 to the Company's Annual Report on Form 10-K for the year ended
December 31, 1992 [the "1992 Form 10-K"]).*

-First Supplemental Indenture dated as of January 26, 1984 among the
Company, Diamond Shamrock Chemicals Company ("Chemicals") and Mellon
Bank, N.A. supplementing the Indenture described in Exhibit 4.1 above
(Exhibit 4.2 to the 1992 Form 10-K).*
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4.3 ---Tri Party Agreement dated January 24, 1993 appointing Chemical Bank as
successor trustee under the Indenture described in Exhibit 4.1 above
(Exhibit 4.3 to the Company's Current Report on Form 8-K dated January
12, 1994 [the "January 12 Form 8-K"]).*

4.4 ---Indenture dated as of May 1, 1983 between Diamond and The Bank of New
York, successor in interest to NationsBank of Texas, N.A., successor
trustee to Mellon Bank, N.A. relating to unspecified Debt Securities
of Diamond (Exhibit 4.4 to the 1992 Form 10-K).*

4.5 --Resolutions of the Board of Directors of Diamond supplementing the
Indenture described in Exhibit 4.4 above and establishing terms and
conditions of Diamond's $150,000,000 11 1/4% Sinking Fund Debentures
due May 1, 2013 (Exhibit 4.5 to the 1992 Form 10-K).*

4.6 --First Supplemental Indenture dated as of January 26, 1984 among the
Company, Chemicals and Mellon Bank, N.A. supplementing the Indenture
and the resolutions described in Exhibits 4.4 and 4.5, respectively,
above (Exhibit 4.6 to the 1992 Form 10-K).*

4.7 —Tri Party Agreement dated January 12, 1994 appointing NationsBank of
Texas, N.A. as successor trustee under the Indenture described in
Exhibit 4.4 above (Exhibit 4.1 to the January 12 Form 8-K).*

4.8 —Indenture dated as of November 1, 1985 between the Company and The
Bank of New York, successor in interest to NationsBank of Texas, N.A.,
successor trustee to Mellon Bank, N.A. relating to unspecified Debt
Securities of the Company (Exhibit 4.8 to the 1992 Form 10-K).*

4.9 —Resolutions of an ad hoc committee of the Board of Directors of the
Company supplementing the Indenture described in Exhibit 4.8 above and
establishing terms and conditions of the Company's $150,000,000
11 1/2% Sinking Fund Debentures due November 15, 2015 (Exhibit 4.9 to
the 1992 Form 10-K).*

4.10 —Tri Party Agreement dated January 12, 1994 appointing NationsBank of
Texas, N.A. as successor trustee under the Indenture described in
Exhibit 4.8 above (Exhibit 4.2 to the January 12 Form 8-K).*

4.11 --Indenture dated as of April 1, 1988 between the Company and Chemical
Bank relating to unspecified debt securities of the Company (Exhibit
4.11 to the 1992 Form 10-K).*

4.12 —Officers' Certificate dated June 1, 1988 establishing a series of debt
securities ($150,000,000 Medium-Term Notes, Series A) to be issued
under the Indenture described in Exhibit 4.11 above (Exhibit 4.12 to
the 1992 Form 10-K).*

4.13 —Indenture dated as of November 1, 1990 between the Company and
Chemical Bank relating to unspecified debt securities of the Company
(Exhibit 4.13 to the 1992 Form 10-K).*

4.14 --Officers' Certificate dated February 13, 1991 establishing a series of
debt securities ($150,000,000 Medium-Term Notes, Series B) to be
issued under the Indenture described in Exhibit 4.13 above (Exhibit
4.14 to the 1992 Form 10-K).*

4.15 —Officers' Certificate dated September 28, 1992 establishing a series
of debt securities ($250,000,000 9 7/8% Notes Due 2002) to be issued
under the Indenture described in Exhibit 4.13 above (Exhibit 4.15 to
the 1992 Form 10-K).*

4.16 —Officers' Certificate dated January 26, 1993 establishing a series of
debt securities ($100,000,000 9 1/2% Notes Due 2003) to be issued



Page 41 of 154

</TABLE>

<PAGE> 43
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4. 17

4.18

4.19

4.20

4.21

4.22

4.23

4.24

4.25

4.26

4.27

4.28

4.29

4.30

4.31

4.32

</TABLE>

<PAGE> 44

<TABLE>

10.1

10.2

10.3

10.4

under the Indenture described in Exhibit 4.13 above (Exhibit 4.16 to
the 1992 Form 10-K).*
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-Officer's Certificate dated June 30, 1993 establishing a series of
debt securities ($150,000,000 Medium-Term Notes, Series C) to be
issued under the Indenture described in Exhibit 4.13 above (Exhibit 4
to the Company's Current Report on Form 8-K dated June 21, 1993).*

-Officer's Certificate dated October 27, 1993 establishing a series of
debt securities ($200,000,000 9 3/8% Notes due 2003) to be issued
under the Indenture described in Exhibit 4.13 above (Exhibit 4 to the
Company's Current Report on Form 8-K dated October 20, 1993).*
-Officer's Certificate dated January 18, 1994 establishing a series of
debt securities ($60,000,000 9 3/8% Notes due 2003) to be issued under
the Indenture described in Exhibit 4.13 (Exhibit 4 to the Company's
Current Report on Form 8-K dated January 10, 1994).*
-Preferred Stock Purchase Agreement dated February 1, 1987 (the
"Preferred Stock Purchase Agreement") between the Company and The
Prudential Insurance Company of America ("Prudential") (Exhibit 4.17
to the 1992 Form 10-K).*

-Amendment dated February 8, 1987 to the Preferred Stock Purchase
Agreement (Exhibit 4.18 to the 1992 Form 10-K).*
-Registration Rights Agreement dated as of February 1, 1987 between the
Company and Prudential (Exhibit 4.19 to the 1992 Form 10-K).*
-Agreement dated April 12, 1990 amending the Preferred Stock Purchase
Agreement (Exhibit 4.20 to the 1992 Form 10-K).*
-Waiver of Certain Rights Relating to $9.75 Preferred Stock dated June
5, 1990 between the Company and Prudential (Exhibit 4.21 to the 1992
Form 10-K).*
-Waiver of Certain Equity Offering Rights dated April 12, 1990 between
the Company and Prudential amending the Preferred Stock Purchase
Agreement (Exhibit 4.22 to the 1992 Form 10-K).*
-Agreement dated February 28, 1995 between Prudential and the Company
(Exhibit 2 to the Company's Schedule 14D-9 dated March 3, 1995 [the
"Schedule 14D-9")).*

-Waiver of Certain Rights Relating to $9.75 Preferred Stock dated June
8, 1995 between Prudential and the Company, filed herewith.

-Warrant Certificate No. 1 dated October 10, 1992 issued to Kidder,
Peabody Group Inc. for 8,000,000 warrants each representing the right
to purchase from the Company on or prior to October 10, 1997 one share
of common stock, $1.00 par value, of the Company at a price of $13.00
per share (Exhibit 4.23 to the 1992 Form 10-K).*
-Registration Rights Agreement dated as of October 10, 1992 between
Kidder, Peabody Group Inc. and the Company (Exhibit 4.24 to the 1992
Form 10-K).*

-Agreement of Merger, dated February 28, 1995, among the Company, YPF
Sociedad Anonima ("YPF") and YPF Acquisition Corp. ("YPFA") (Exhibit 3
to the Schedule 14D-9).*

-Credit Agreement dated as of June 8, 1995, between Midgard Energy
Company, the lenders signatory thereto and The Chase Manhattan Bank
(National Association) ("Chase"), as agent (Exhibit 4.1 to the
Company's Current Report on Form 8-K dated June 8, 1995 [the "June 8,
1995 Form 8-K"]).*

-Credit Agreement dated as of June 16, 1995, between Maxus Indonesia,
Inc., Maxus Northwest Java Inc., Maxus Southeast Sumatra, Inc., the
lenders signatory thereto and Chase, as agent (Exhibit 4.2 to the June
8, 1995 Form 8-K).*
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-Performance Incentive Plan of the Company, as amended effective
January 1, 1986 (Exhibit 10.6 to the 1992 Form 10-K).*
-Specimen copy of Change of Control Agreement between the Company and
certain of its former its executive officers (Exhibit 10.7 to the 1992
Form 10-K).*

-Specimen copy of letter agreement between the Company and certain of
its former executive officers relating to the Agreements referred to
in Exhibit 10.2 above (Exhibit 10.8 to the 1992 Form 10-K).*

-Specimen copy of disability benefit arrangement between the Company
and its executive officers (Exhibit 10.10 to the 1992 Form 10-K).*
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10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

</TABLE>
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<TABLE>

10.23

10.24

10.25

21.1
23.1
23.2
24.1

24.2
27.1

</TABLE>

-Supplemental Executive Retirement Plan of the Company, effective May
1, 1987 (Exhibit 10.11 to the 1992 Form 10-K).*

-Supplemental Executive Retirement Plan of the Company, effective March
1, 1990 (Exhibit 10.12 to the 1992 Form 10-K).*

-Specimen copy of supplemental death benefit arrangement between the
Company and its executive officers (Exhibit 10.13 to the 1992 Form
10-K) .*

-Maxus Energy Corporation Supplemental Savings Plan (as amended and
restated effective June 8, 1995), filed herewith.

-Trust Agreement dated December 18, 1986 between the Company and
AmeriTrust Company National Association (Exhibit 10.15 to the 1992
Form 10-K).*
-Deferred Compensation Plan for Executives of the Company, effective
September 28, 1993 (Exhibit 10.17 to the 1993 Form 10-K).*
-Distribution Agreement dated as of April 22, 1987 between the Company
and Diamond Shamrock R&M, Inc. (Exhibit 10.23 to the 1992 Form 10-K).*
-Rights Agreement dated as of September 2, 1988 between the Company and
AmeriTrust Company National Association (Exhibit 10.24 to the 1992
Form 10-K).*
-Stock Purchase Agreement by and among the Company and Occidental
Petroleum Corporation, et. al. dated September 4, 1986 (Exhibit 10.25
to the 1992 Form 10-K).*
-Agreement of Merger dated as of February 28, 1995 among YPF, YPFA
Corp. and the Company (Exhibit 3 to the Schedule 14D-9).*
-International Consulting Agreement, dated May 1, 1995 between C. L.
Blackburn and YPF, filed herewith.
-Assignment of International Consulting Agreement, dated November 2,
1995 between C. L. Blackburn, YPF, and the Company, filed herewith.

-Maxus Severance Agreement dated August 3, 1995 between the Company and
Roberto Luis Monti, filed herewith.
-Compensation Agreement dated December 27, 1995 between the Company and
Roberto L. Monti, filed herewith.
-Services Agreement dated April 5, 1995 between the Company and Peter
D. Gaffney, filed herewith.
-Secondment Agreement dated April 5, 1995 between the Company, YPF and
Gaffney, Cline & Associates, Inc., filed herewith.
-Amendment to Change in Control Agreement dated May 11, 1995 between
the Company and W. Mark Miller, filed herewith.
-Employment Agreement effective as of July 1, 1995 between the Company
and W. Mark Miller, filed herewith.
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--Specimen copy of a letter agreement regarding Change in Control
Agreement dated April 7, 1995 between the Company and certain of its
executive officers, filed herewith.

--Letter Agreement regarding Change in Control Agreement dated April 13,
1995 between the Company and Michael C. Forrest, filed herewith.

--Specimen copy of a letter agreement regarding Change in Control
Agreement dated , 1995 between the Company and certain of
its executive officers, filed herewith.

--List of Subsidiaries of the Company, filed herewith.
--Consent of Independent Accountants, filed herewith.
--Consent of Independent Accountants, filed herewith.
--Powers of Attorney of directors and officers of the Company, filed

herewith.
--Power of Attorney of the Company, filed herewith.
--Financial Data Schedule, filed herewith.

(b) Reports on Form 8-K.

None.
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SIGNATURES

PURSUANT TO THE ElEQUIREMENTS OF SECTION 13 OR 15 (D) OF THE SECURITIES
EXCHANGE ACT OF 1934, THE REGISTRANT HAS DULY CAUSED THIS REPORT TO BE SIGNED ON
ITS BEHALF BY THE UNDERSIGNED, THEREUNTO DULY AUTHORIZED.

MAXUS ENERGY CORPORATION
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By ROBERTO MONTI*

Roberto Monti
President and

Chief Executive Officer

March 21, 1996

Pursuant to the requirements of the Securities Exchange Act of 1934, this
report has been signec. below by the following persons on behalf of the
registrant and in the capacities and on the date indicated.

<TABLE>
<CAPTION>

TITLE

</TABLE>

ROBERTO MONTI*
Roberto Monti

W. MARF MILLER*
W. Mark Miller

LINDA R. ENGELBRECHT*
Linda R. Engelbrecht

CHARLES L. BLACKBURN*
Charles L. Blackburn

CEDRIC ERIDGER*
Cedric Eridger

GEORGE I. JACKSON*
George L. Jackson

NELLS LEON*
Nells Leon

JAMES P. LESCH*
James P. Lesch

P. DEXTER PEACOCK
P. Dexter Peacock

R. A. WALKER*
R. A. Walker

President and Chief Executive Officer and
Director

Executive Vice President and Treasurer
(principal financial officer)

Controller
(principal accounting officer)

Director

Director

Director

Director

Director

Director

Director

Lynne P. Ciuba, by signing her name hereto, does hereby sign this report on
Form 10-K on behalf of each of the above-named officers and directors of the
registrant pursuant to a power of attorney executed by each of such officers and
directors.

<TABLE>

</TABLE>

<PAGE>

<TABLE>
<CAPTION>

*By LYNNE P. CIUBA
Lynne P. Ciuba

Attorney-in-fact

March 21, 1996
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MAXUS ENERGY CORPORATION

CONSOLIDATED STATEMENT OF OPERATIONS

Revenues
Sales and operating revenues.

THREE MONTHS
ENDED

MARCH 31,
1995

YEAR ENDED
DECEMBER 31,

1994 1993

(IN MILLIONS, EXCEPT PER SHARE)

$142.5 $682.1 $786.7



Other revenues, net.

Costs and Expenses
Operating expenses
Gas purchase costs
Exploration, including exploratory dry holes.
Depreciation, depletion and amortization
General and administrative expenses
Taxes other than income taxes
Interest and debt expenses
Pre-merger costs
Environmental studies and remediation
Restructuring:

Gain on sale of assets
Restructuring costs

Income (Loss) Before "ncome Taxes, Extraordinary Item and
Cumulative Effect o:: Change in Accounting Principle

Income Taxes

Net Loss Before Extraordinary Item and
Cumulative Effect o;: Change in Accounting Principle....

Extraordinary item, net of tax benefit of $.1
Cumulative effect: of change in accounting principle.

Net Loss
Dividend requirement on Preferred Stock.

Net Loss Applicable to Common Shares.

Net Loss Per Common Share Before Extraordinary Item and
Cumulative Effect of. Change in Accounting Principle....

Extraordinary item
Cumulative effect of change in accounting principle.

Net Loss Per Common Share.

Average Common Shares Outstanding.
</TABLE>

See Notes to Consolidated Financial Statements.
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<TABLE>
<Cfi,PTION>

MAXUS ENERGY CORPORATION

CONSOLIDATED BALANCE SHEET

ASSETS

Current Assets
Cash and cash equivalents
Short-term investments
Receivables, les:; allowance for doubtful accounts.
Taxes receivable
Inventories
Restricted cash
Prepaids and other current assets

MARCH 31,
1995

DECEMBER 31,
1994

(IN MILLIONS, EXCEPT SHARES)

91.6
65.0
127.8
13.7
28.6
48.5
19.4

Total Current Assets
Properties and Equipment, less accumulated depreciation, depletion
and amortization

Investments and Long-"erm Receivables
Restricted Cash
Intangible Assets, le:;s accumulated amortization
Deferred Income Taxes
Deferred Charges

394.6

1,110.7
41.5
79.9
35.5
9.4

20.5

S 1,692.1

$

$

40.
103.
152.
23.
27.
46 .
18.

413.

1,088.
40.
9 4 .
35.

9.
25.

1,706,

6
8
4
8
9
4

.7

6

.4
2

.2
8

.4

.1

.7
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LIABILITIES AND STOCKHOLDERS' EQUITY

Current Liabilities
Long-term debt $ 4.7
Accounts payable 49.8
Accrued liabilities 169.8

Total Current Liabilities
Long-Term Debt
Deferred Income Taxes
Other Liabilities and Deferred Credits
$9.75 Redeemable Preferred Stock, $1.00 par value
Authorized and issued shares —1,250,000

Stockholders' Equity
$2.50 Preferred Stock, $1.00 par value
Authorized shares — 5,000,000
Issued shares--3,500,000

$4.00 Preferred Stock, $1.00 par value
Authorized shares — 5,915,017
Issued shares —4, 356, 958 and 4,358,658

Common Stock, $1.00 par value
Authorized shares — 300,000,000
Issued shares —135,897,899 and 135,694,722

Paid-in capital
Accumulated deficit
Minimum pension liability
Unrealized loss on marketable securities
Common Treasury Stock, at cost--310,535 and 295,995.

2 2 4 . 3
970.9
199.7
158.7

125.0

3.5

4 . 4

Total Stockholders' Equity.

</TABLE>

See "Commitments and Contingencies."
See Notes to Consolidated Financial Statements.

The Company uses the successful efforts method to account for its oil and gas
producing activities.

F-2
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MAXUS ENERGY CORPORATION

CONSOLIDATED STATEMENT OF CASH FLOWS

<TABLE>
<CAPTION>

THREE MONTHS
ENDED

MARCH 31,
1995

TWELVE MONTHS
ENDED DECEMBER

31,

1994 1993

Cash Flows From Operating Activities:
Net loss
Adjustments to reconcile net loss to net cash provided by

operating activities:
Extraordinary item
Cumulative effect of change in accounting principle...
Depreciation, depletion and amortization
Dry hole costs
Deferred income taxes
Net gain on sale of assets and investments
Postretiremen! benefits
Pre-mercjer costs
Restructuring costs
Environmental studies and remediation
Other
Changes in components of working capital:

Receivables
Inventories, prepaids and other current assets...
Accounts payable
Accrued liabilities
Taxes payable/receivable

(IN MILLIONS)

$ (56.9) $ (22.7) $ (49.4)

2 9 . 9
1.0
0 . 4

( 1 . 7 )
1.4

4 2 . 4

1.3

23 .8
( 1 . 4 )

(15 .1)
26.3
10. 1

140,
2 ,

(9 .
(166,

6.

91
60

9,

(1.
( 2 .

( 2 2 ,
(12.

( 2 ,

, 2
.8
. 3 )
. 7 )
.2

.0

.5
,2

, 8 )
, 3 )
, 3 )
.5)
.8 )

7.1
4 . 4

153.6
5.7

22 .3
(13.8)

6.6

17.9
15.1

( 2 1 . 5 )
( 6 . 4 )
9.0

( 5 . 2 )
( 8 . 8 )



Net Cash Provided by Operating Activities.

Cash Flows From Investing Activities:
Expenditures for properties and equipment—including dry
hole costs

Expenditures for investments
Proceeds from sa Les of assets
Proceeds from sale/maturity of short-term investments....
Purchases of short-term investments
Restricted cash
Other

Net Cash Provided by (Used in) Investing
Activities

Cash Flows From Financing Activities:
Net borrowings from joint venture partners.
Interest rate swap
Proceeds from issuance of short-term debt..
Repayment of short-term debt
Proceeds from issuance of long-term debt...
Repayment of long-term debt
Stock rights redemption
Proceeds from issuance of Preferred Stock..
Redemption of Preferred Stock
Dividends paid on Preferred Stock

Net Cash Provided by (Used in) Financing
Activities

Net Increase (Decrease^ in Cash and Cash Equivalents.
Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalents at End of Year

</TABLE>

See Nctes to Consolidated Financial Statements.

61.5

9.3

(19 .8)

51.0
40 .6

$ 91.6

69.5

98.6

( 2 5 6 . 2 )

(88 .1)
128."7

136.6

( 5 3 . 6 )

2. 1
6 3 . 4

( 2 4 . 6 )
12.2
9.8

(166 .2)
(20 .1 )
377.0

10.9
(111.8)

19.6
(10 .8)

( 3 4 0 . 0 )
( 2 0 . 4 )
20 .4

171.3
(53.1)
( 3 5 . 5 )
( 2 0 . 4 )

(277.7)

3 . 4

( 1 3 . 6 )

( 9 . 6 )

( 4 ,
( 7 .
30.

(69 .
101.

(137,

(125.
( 4 3 ,
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.4

.8
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. 7 )

.7

.7)

263.0

121.9
6.8

$ 4 0 . 6 $ 128.7
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MAXUS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

PRESENTATION

On June 8, 1995, a special meeting of the stockholders of Maxus Energy
Corporation (together with its foreign and domestic subsidiaries, the "Company"
or "Maxus") was held to approve the Agreement of Merger ("Merger Agreement")
dated February 28, 1995, between the Company, YPF Acquisition Corp. (the
"Purchaser") and YPF Sociedad Anonima ("YPF"). The holders of the Company's
common stock, $1.00 par value per share, and $4.00 Cumulative Convertible
Preferred Stock approved the Merger Agreement, and the Purchaser was merged into
the Company (the "Mergar") on June 8, 1995.

Effective April 1, 1995, the Company used the purchase method of accounting
to record the acquisition of the Company by YPF. In a purchase method
combination, the purchase price is allocated to acquired assets and assumed
liabilities based on t^eir fair values at the date of acquisition. As a result,
the Company's assets and liabilities were revalued to reflect the approximate
$7fc2 million cash purchase price paid by YPF to acquire the Company. The
Company's pre-Merger Consolidated Balance Sheet as of March 31, 1995, together
with the purchase method accounting adjustments became the Company's opening
post-Merger Consolidated Balance Sheet on April 1, 1995.

The following pre-Merger data is for the three months ended March 31, 1995,
and the years ended December 31, 1994 and 1993 and dollar amounts in tables are
in millions, except pe:: share amounts. The financial statements for the
three-month period ended March 31, 1995, and the years ended December 31, 1994
and 1993 are presented separately as pre-Merger and post-Merger financial
information are not comparable. Certain data for 1994 and 1993 has been
reclassified to conform with the 1995 presentation.

NOTE ONE — SIGNIFICANT ACCOUNTING POLICIES

The Consolidated Financial Statements have been prepared in conformity with
generally accepted accounting principles, the most significant of which are
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described below.

Consolidation and Equity Accounting

The Consolidated Financial Statements include the accounts of Maxus Energy
Corporation and all domestic and foreign subsidiaries. The Company used the
equity method to account for its less than majority owned investments in
affiliates and joint ventures ("Associated Companies"). Under the equity method,
the Company recognizes its proportionate share of the net income or loss of
Associated Companies currently, rather than when realized through dividends or
di::;posal. The Company used the proportionate consolidation method to account for
its investment in Diamond Shamrock Offshore Partners Limited Partnership
("Offshore Partners"). The Company sold its investment in Offshore Partners in
the second quarter of 1994 (See Note Four). All significant intercompany
accounts and transactions have been eliminated.

Statement of Cash Flows

Investments with original maturities of three months or less at the time of
original purchase are considered cash equivalents for purposes of the
accompanying Consolidated Statement of Cash Flows. Short-term investments
include investments with maturities over three months but less than one year.
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MAXUS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(CONTINUED)

Net cash provided by operating activities reflects cash receipts for
interest income and ca.sh payments for interest expense and income taxes as
follows:

<TABLE>
<C£PTION>

THREE MONTHS
ENDED

MARCH 31,
1995

<C>
$ 7.0
122

ts 18.6

TWELVE MONTHS
ENDED DECEMBER

31,

1994

<C>
$12.4
98.7
98.1

1993

<C>
$13.5
82.0
73.4

Interest receipts
Interest payments
Income tax payments

</TABLE>

Inventory Valuation

Inventories are valued at the lower of historical cost or market value and
are primarily comprised of well equipment and supplies. Historical cost is
determined primarily by using the weighted average cost method.

Properties and Equipment

Properties and equipment are carried at cost. Major additions are
capitalized; expenditures for repairs and maintenance are charged against
earnings.

The Company uses the successful efforts method to account for costs
incurred in the acquisition, exploration, development and production of oil and
gas reserves. Under this method, all geological and geophysical costs are
expensed; all development costs, whether or not successful, are capitalized as
costs of proved properties; exploratory drilling costs are initially
capitalized, but if the! effort is determined to be unsuccessful, the costs are
then charged against earnings; depletion is computed based on an aggregation of
properties with common geologic structural features or stratigraphic conditions,
such as reservoirs or fields.

For investment in unproved properties in the United States, a valuation
allowance (included as an element of depletion) is provided by a charge against
earnings to reflect: the impairment of unproven acreage. Investment in
international non-producing leasehold costs are reviewed periodically by
management to insure tfe carrying value is recoverable based upon the geological
and engineering estimates of total possible and probable reserves expected to be
added over the remaining life of each concession. Based upon increases to proved
reserves determined by reserve reports, a portion of the investment in
international non-prodccing leasehold costs will be periodically transferred to
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investment in proved properties.

Depreciation and depletion related to the costs of all development
drilling, successful exploratory drilling and related production equipment is
calculated using the unit of production ("UOP") method based upon estimated
proved developed reserves. Leasehold costs are amortized using the OOP method
based on estimated total proved reserves. Other properties and equipment are
depreciated generally on the straight-line method over their estimated useful
lives. Intangible assets are amortized on the straight-line method over their
legal or estimated useful lives, not to exceed 40 years. Estimated future
dismantlement, restoration and abandonment costs for major facilities, net of
salvage value, are taken into account in determining depreciation, depletion and
amortization.

The Company capitalizes the interest cost associated with major property
additions and mineral development projects while in progress, such amounts being
amortized over the; useful lives, and applying the same depreciation method, as
that used for the related assets.

When complete units of depreciable property are retired or sold, the asset
cost and related accumulated depreciation are eliminated with any gain or loss
reflected in other revenues, net. When less than complete units of depreciable
property are disposed of or retired, the difference between asset cost and
salvage or sales value is charged or credited to accumulated depreciation and
depletion.

F-5
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MAXUS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(CONTINUED)

Deferred Charges

Deferred charges are primarily comprised of debt issuance costs and are
amortized over the terms of the related debt agreements.

Revenue Recognition

Oil and gas sales are recorded on the entitlements method. Differences
between the Company's actual production and entitlements result in a receivable
when underproduction occurs and a payable when overproduction occurs. These
underproduced or overproduced volumes are valued based on the weighted average
sales price for each respective property. The Company's gross underproduced and
overproduced values at March 31, 1995, are not material.

Pensions

The Company has a number of trusteed noncontributory pension plans covering
substantially all full-time employees. The Company's funding policy is to
contribute amounts to the plans sufficient to meet the minimum funding
requirements under governmental regulations, plus such additional amounts as
management may determine to be appropriate. The benefits related to the plans
are based on years of service and compensation earned during years of
employment. The Company also has a noncontributory supplemental retirement plan
for executive officers.

Other Postretirement and Postemployment Benefits

The Company provides certain health care and life insurance benefits for
retired employees and certain insurance and other postemployment benefits for
individuals whose employment is terminated by the Company prior to their normal
retirement. The Company accrues the estimated cost of retiree benefit payments,
other than pensions, during employees' active service period. Employees become
eligible for these benefits if they meet minimum age and service requirements.
The Company accounts for benefits provided after employment but before
retirement by accruing the estimated cost of postemployment benefits when the
minimum service period is met, payment of the benefit is probable and the amount
of the benefit can be reasonably estimated. The Company's policy is to fund
other postretirement and postemployment benefits as claims are incurred.

Environmental Expenditures

Environmental liabilities are recorded when environmental assessments
and/or remediation are probable and material and such costs to the Company can
be reasonably estimated. The Company's estimate of environmental assessment
and/or remediation costs to be incurred are based on either 1) detailed
feasibility studies of remediation approach and cost for individual sites or 2)
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the Company's estimate of costs to be incurred based on historical experience
and publicly available information, based on the stage of assessment and/or
remediation of each site. As additional information becomes available regarding
each site or as environmental remediation standards change, the Company revises
its estimate of costs to be incurred in environmental assessment and/or
remediation.

Income Taxes

The Company reports income taxes in accordance with Statement of Financial
Accounting Standards No. 109 ("SFAS 109"), Accounting for Income Taxes. SFAS 109
requires the use of an asset and liability approach to measure deferred tax
assets and liabilities resulting from all expected future tax consequences of
events that have been recognized in the Company's financial statements or tax
returns. Additionally, SFAS 109 requires that annual taxes are to be allocated
to interim periods on the basis of the requirements of

F-6
<PAGE> 53

MAXUS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(CONTINUED)

Accounting Principles Board Opinion No. 28 ("APB 28"), Interim Financial
Reporting. The reporting requirements of APB 28 are based on the view that each
interim period is an integral part of the related annual period.

Because the tax year of the Company did not close in any relevant
jurisdiction on March 31, 1995, taxes were not measured on deferred tax
liabilities and assets at that time. In accordance with APB 28 and SFAS 109,
taxes were allocated to the period based on the estimated annual effective tax
rate for the period ended December 31, 1995.

Earnings per Share

Primary earnings per share are based on the weighted average number of
shares of common stock and common stock equivalents outstanding, unless the
inclusion of common stock equivalents has an antidilutive effect on earnings per
share. Fully diluted earnings per share are not presented due to the
antidilutive effect of including all potentially dilutive common stock
equivalents.

Financial Instruments with Off-Balance-Sheet Risk and Concentrations of Credit
Risk

The Company's firancial instruments that are exposed to concentrations of
credit risk consist primarily of cash equivalents, short-term investments,
restricted cash and trade receivables.

The Company's cash equivalents, short-term investments and restricted cash
represent high-qu&lity securities placed with various high investment grade
institutions. This investment practice limits the Company's exposure to
concentrations of credit risk.

The Company's trade receivables are dispersed among a broad domestic and
international customer base; therefore, concentrations of credit risk are
limited. The Company carefully assesses the financial strength of its customers.
Letters of credit are the primary security obtained to support lines of credit.

The Company has it.inimal exposure to credit losses in the event of
nonperformance by the counterparties to its interest rate swap agreement,
natural gas price swap agreements and nonderivative financial assets. The
Company does not obtain collateral or other security to support financial
instruments subject tc credit risk but restricts such arrangements to
investment-grade counterparties.

Investments in Marketable Securities

Effective January 1, 1994, the Company adopted Statement of Financial
Accounting Standards No. 115, ("SFAS 115") "Accounting for Certain Investments
in Debt and Equity Securities." SFAS 115 requires that investments in debt and
equity securities be reported at fair value except for those investments in debt
securities which management has the intent and the ability to hold to maturity.
Investments in debt securities which are held-for-sale are classified based on
the stated maturity ar.d management's intent to sell the securities. Unrealized
gains and losses on ir.vestments in marketable securities, except for debt
securities classified as "held-to-maturity", are reported as a separate
component of stockholders' equity. The cumulative effect of adopting SFAS 115 of
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$2.4 million was recorded as a valuation reserve in shareholders' equity. The
Company's gross unrealized loss on its involvement in marketable securities
which are included in long-term investments at March 31, 1995, was $1.3 million
which was entirely comprised of unrealized losses on the Company's investment in
U. S. Treasury Notes. Prior to the adoption of SFAS 115, the Company accounted
for its investments in debt securities at amortized cost and classified such
investments according to the stated maturity of the underlying securities.
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Derivatives

The Company periodically hedges the effects of fluctuations in the price of
crude oil and natural gas through price swap agreements and futures contracts.
The Company historically has hedged no more than 50% of its U. S. gas
production. Gains and losses on these hedges are deferred until the related
sales are recognized and are recorded as a component of sales and operating
revenues. The Company periodically enters into interest rate swap agreements to
hedge interest on loner-term debt. The gain or loss on interest rate swaps is
recognized monthly as a decrease or increase to interest expense.

Take-or-Pay Obligations

The Company records payments received for take-or-pay obligations for
unpurchased contract volumes as deferred revenue, which is included in Other
Liabilities in the consolidated balance sheet. The deferred revenue is
recognized in the inccme statement as quantities are delivered which fulfill the
take-or-pay obligation. At March 31, 1995, the Company had $13.6 million in
deferred revenue as a result of a take-or-pay payment received related to its
Indonesian operations.

NOTE TWO-MASTER LIMITED PARTNERSHIP

In 1994, the Company sold its interests in offshore Partners, a master
limited partnership, which explored for and produced natural gas and crude oil
on federal offshore leases in the Gulf of Mexico (See Note Four). Maxus Offshore
Exploration Company, a wholly owned subsidiary of the Company, and the Company
had a combined 1% general partner's interest in Offshore Partners and were the
managing general partner and special general partner, respectively. The Company
had an aggregate interest in Offshore Partners of approximately 87.1% at
December 31, 1993.

NOTE THREE--PRE-MERGER COSTS

In March 1995, the Company recorded $42.4 million of pre-merger costs
associated with the Merger. Such costs, which included expenses associated with
financial consulting and legal services, severance payments pursuant to change
of control agreements and payments for surrender of stock options and restricted
stock, were recorded in accrued liabilities in the consolidated balance sheet.

NOTE FOUR—RESTRUCTURING

Asset Sales

On April 25, 1994, Offshore Partners sold its interests in Main Pass Blocks
12, 73 and 74. On April 26, 1994, Maxus and its subsidiaries sold all of their
partnership interests in Offshore Partners. On June 22, 1994, Maxus also sold
the McFarlan Field and Grand Isle Block 25, both producing oil and gas
properties. In total, the Company received $324.6 million of proceeds and
recorded a net gain of $201.9 million from these transactions.

Restructuring Costs

In June 1994, the Company recorded a $100.9 million restructuring charge.
The charge included a $69.8 million write-off associated with undeveloped Alaska
coal leases, the development of which does not fit within the Company's strategy
to commit funds only t3 oil and gas exploration and production. The charge also
included costs associated with staff reductions and the write-off of
non-producing assets outside the Company's core areas.
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NOTE FIVE—ASSET ACQUISITIONS AND DIVESTITURES

In September of 1994, the Company sold its geothermal subsidiary, Thermal
Power Company, for approximately $58 million net in cash and a $6.5 million
promissory note due from the purchaser in 1997. A $12.6 million loss on the sale
of these assets was recognized.

In November of 11393, the Company transferred its working interest in the
Recetor Block in Colombia to its partner for partial recoupment of its
investment. Maxus received $10 million and retained an overriding royalty
interest ("OKI"). There was no gain or loss recognized on this transaction. In
December 1995, the Company sold its OKI to the same party for $25 million.

In October 1993, the Company and its Venezuelan partner, Otepi Consultores,
S.A., were awarded an operating service agreement to reactivate Venezuelan oil
fields with Lagoven, :;.A., an affiliate of the national oil company, Petroleos
de Venezuela, S.A. Under the terms of the operating service agreement, Maxus
will be a contractor 1"or Lagoven and will be responsible for overall operations
of the Quiriquire Unit:, including all necessary investments to reactivate the
fields comprising the unit. Maxus will receive a fixed fee in U.S. dollars for
each barrel of crude oil produced based on an average international crude oil
price. Maxus is reimbursed in U.S. dollars for its capital expenditures,
provided that such fee and expense reimbursement cannot exceed the maximum
dollar amount per barrel set forth in the agreement. The Venezuelan government
will retain full ownership of all hydrocarbons in the field.

During the second quarter of 1994, Maxus Venezuela (C.I.) Ltd., a
subsidiary of Maxus, signed an agreement with BP Exploracion de Venezuela S.A.,
granting BP a 45% interest in the Quiriquire Unit in eastern Venezuela. Maxus
Venezuela remained the operator with a 50% interest and Otepi Consultores, a
Venezuelan company, holds the remaining 5%. Also, during the second quarter of
1994, Maxus Bolivia, ]nc., a subsidiary of Maxus, signed an agreement to take
BHP Petroleum as a partner in its Bolivian oil development project. The Company
received $10 million from BHP in exchange for a 50% interest in the project.

NOTE SIX —GEOGRAPHIC DATA

The Company is er.gaged primarily in the exploration for and the production
and sale of crude oil and natural gas. Sales, operating profit and identifiable
assets by geographic area were as follows:

<TABLE>
<CAPTION>

SALES AND OPERATING REVENUES

THREE MONTHS YEAR ENDED
ENDED DECEMBER 31,

MARCH 31,
1995 1994 1993

United States $ 41.6 $216.9 $380.1
Indonesia 93.1 381.2 406.0
South America 7.8 24.0

$142.5 $682.1 $786.7

</TABLE>
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<TABLE>
<CAPTION>

OPERATING PROFIT (LOSS)

THREE MONTHS YEAR ENDED
ENDED DECEMBER 31,

MARCH 31,
1995 1994 1993



United States.
Indonesia
South America.
Other foreign.

Equity earnings
General corporate expenses.
Interest and debt expenses.
Pre-merger costs
Restructuring costs

$ 2.9
36.8
(3.7)
(1.7)

34.3

(5.6)
(24.1)
(42.4)

$(37.8)

$ 35.
138.

(2 .
(11.

159.
5.

(104.
(96 .

101.

$ 64

0
5
6)
6)

3
2
6)
7)

0

.2

$ 26.
169.
(13.
(20 .

162.
10.

(37.
(88.

$ 46

3
1
0)
4 )

0
2
5)
4 )

.3

</TABLE>

<TABLE>
<CAPTION>

IDENTIFIABLE ASSETS

United States $
Indonesia
South America
Other foreign

Corporate assets
Investments in Associated Companies.

MARCH 31,
1995

$ 295.
639.
317.
15,

1,267
424

.7

.0

.2

.3

.2

.9

DECEMBER 31,

1994

$ 327.
647.
304.
11.

1,290.
416.

0
5
2
4

1
6

1993

$ 521.
665.
218.

3.

1,409,
489,
88,

.1
,5
,9
,9

.4

.7

.3

$ 1,692.1 $1,706.7 $1,987.4

</TABLE>

Net foreign assets were $685.5 million at March 31, 1995, $701.4 million at
December 31, 1994 and $673.5 million at December 31, 1993.

Income from foreign operations, after applicable local income taxes, was
$16.7 million for the three months ended March 31, 1995 and $63.9 million and
$77.8 million for the years ended December 31, 1994 and 1993, respectively.

Sales to three customers for the three months ended March 31, 1995 and the
year ended December 31, 1994 and 1993 each represented 10% or more of
consolidated sales:

<TABLE>
<CAPTION>

THREE MONTHS
ENDED

MARCH 31,
1995

TWELVE MONTHS
ENDED DECEMBER 31,

1994 1993
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Phillips Petroleum Company.
Mitsubishi Corporation
Indonesian Government

$ 14.3
23.4
36.4

</TABLE>

$ 56.4
66.5

145.8

The Company does not believe that the loss of Mitsubishi Corporation and
Phillips Petroleum. Company as customers would adversely affect the Company's
ability to market its oil and gas production. Sales to the Company's largest
customer, the Indonesian Government, are made primarily pursuant to long-term
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production sharing contracts between the Company's Indonesian operations and the
Indonesian Government. The Indonesian Government is required to purchase a
specified amount of the Company's oil and gas production throughout the life of
it:; operations in Indonesia based on these contracts.



NOTE SEVEN--TAXES

The Company reports income taxes in accordance with SFAS 109 (See Note
One). The standard was adopted in January 1993. Adoption, which was made
prospectively, had no impact on 1993 earnings or cash flow; however, $21.0
million of deferred tax liabilities which were considered current under SFAS 96
were reclassified as noncurrent and $4.1 million of deferred tax assets were
reclassified as current assets.

Income before income taxes, extraordinary item and cumulative effect of
change in accounting principle was comprised of income (loss) from:

<TABLE>
<CAPTION>

THREE MONTHS
ENDED

MARCH 31,
1995

YEAR ENDED
DECEMBER 31,

1994 1993
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United States.
Foreign

$(69.2)
31.4

$(60.1)
124.3

$(37.8) $ 64.2

</TABLE>

The Company's provision for income taxes was comprised of the following:

<TABLE>
<CAPTION>

$(89.4)
135.7

$ 46.3

THREE MONTHS
ENDED

MARCH 31,
1995

YEAR ENDED
DECEMBER 31,

1994 1993

Current
Federal
Foreign
State and local.

Deferred
Federal.
Foreign.

Provision for income taxes.

$ 18.7

18.7

.4

.4

$ 19.1

$ ( 2 0 . 1 ) $ .4
73.7 60.9

5.5 .6

59.1

24 .7
3.1

27.8

$ 86.9

61.9

22.3

22.3

$84 .2

< / T A B L E >
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The principal reasons for the difference between tax expense at the
statutory federal income tax rate of 35% and the Company's provision for income
taxes were:

<TABLE>
<CAPTION>

THREE MONTHS
ENDED

MARCH 31,
1995

YEAR ENDED
DECEMBER 31,

1994 1993

Tax expense at statutory federal rate
Increase (reduction) resulting from:

Taxes on foreign income
Excess statutory depletion
Asset sales
Alternative minimum tax
Settlement of claims relating to Natomas

$(13.2)

12.4

$ 22.5 $ 16.2

49.5 53.7
(.7) (1.0)

20.5
(.3) .3



acquisition
Nondeduczible pre-Merger costs
Valuation allowance
Items no': related to current year earnings.
Other, net

4.4
13.9
1.5
.1

(.3)

24.9
(33.4)
4.2

(2.4)

30.0
(13.7)
1.1

Provision for income taxes. $ 19.1 5.9 $ 84.2

</TABLE>

"Items not related to current year earnings" in 1994 includes tax benefit
from the favorable resolution of a federal tax refund suit.

The tax effects of temporary differences that give rise to significant
portions of the deferred tax assets and deferred tax liabilities for the three
months ended March 31, 1995, December 31, 1994 and 1993 were as follows:

<TABLE>
<CAPTION>

MARCH 31, DECEMBER 31,
1995 1994

<s> <c> <c>
U. S. deferred tax liabilities

Properties and equipment $ 5.1 $ 5.0
Other .2

Deferred U. S. tax liabilities 5.3 5.0

U. S. deferred tax assets
Foreign deferred taxes (69.9) (69.7)
Book accruals (34.4) (35.1)
Loss carryforwards (50.8) (36.3)
Cred:.t carryforwards (23.2) (23.2)
Other (.6) (.4)

Gro£.s deferred U. S. tax assets (178.9) (164.7)

Valuation allowance 163.9 150.0

Net deferred U. S. tax assets (15.0) (14.7)

Net deferred U. S. taxes (9.7) (9.7)

Foreign deferred tax liabilities
Properties and equipment 199.7 199.4

Net deferred foreign taxes 199.7 199.4

Net deferred taxes $ 190.0 $ 189.7

</TABLE>
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The valuation allowance was $92.6 million upon adoption of SFAS 109. The
valuation allowance was increased $23.4 million during 1994 and $13.9 million
during the first three months of 1995, primarily due to the increase in loss
carryforwards.

Because the tax year of the Company did not close on March 31, 1995, tax
carryovers are not measured at that date. At December 31, 1994, the Company had
$13.1 million of general business credit carryforwards that expire between 1996
and 2002; $103.8 million of U.S. net operating loss carryforwards that expire in
2003, 2005 and 2008; and $10.1 million of minimum tax credit that can be carried
forward indefinitely.

As a result of the Merger, effective April 1, 1995, the Company's ability
to utilize its existing net operating loss carryforwards will be limited by
statute to approximately $92.0 million each year until exhausted. To the extent
certain gains are recognized in the future, the annual limitation may be
increased to the extent that the gains are built-in gains within the meaning of
the U.S. Internal Revenue Code.
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There are accumulated undistributed earnings after applicable local taxes
of foreign subsidiaries of $6.4 million at March 31, 1995 for which no provision
was necessary for foreign withholding or other income taxes because that amount
had been reinvested in properties and equipment and working capital in the
foreign jurisdictions.

Taxes other than income taxes were comprised of the following:

<::'ABLE>
<CAPTION>

THREE MONTHS
ENDED

MARCH 31,
1995

YEAR ENDED
DECEMBER 31,

1994 1993

Gross production
Real and personal property.
Other

$1.2
1.8
.1

$3.1

$ 6.5
5.5
.9

$12.9

$ 8.0
7.4
.5

$15.9

</TABLE>

NOTE EIGHT — POSTEMPLOVMENT BENEFITS

Pensions

The components of. net periodic pension expense are as follows:

<TABLE>
<CAPTION>

THREE MONTHS
ENDED

MARCH 31,
1995

YEAR ENDED
DECEMBER 31,

1994 1993
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Service cost for benefits earned during the
period

Interest cost on projected benefit obligation.
Actual return on plan assets
Net amortization and deferrals

</TABLE>

.5
2.2
(4.5)
2.5

.7

$ 2.9
8.7
(2.5)
(5.4)

$ 3.7

Due to an early retirement program offered to former employees, the Company
recognized a settlement loss of $1.7 million on one of its plans in 1994.
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Plan assets are primarily invested in short-term investments and stocks and
bonds. The principal assumptions used to estimate the benefit obligations of the
plans on the measurement date, October 1, 1994 were as follows:

<TABLE>

Discount rate .......................................................... 8.5%
Expected long-term rate of return on plan assets ....................... 9.0%
Rate of increase in compensation levels ................................ 5.5%

</TABLE>

The funded status of the plans at March 31, 1995 and December 31,
as follows:

1994 were

<TABLE>
<C?.PTION>

ACCUMULATED
BENEFITS
EXCEEDING

PLANS WITH

ASSETS
EXCEEDING

ACCUMULATED

ACCUMULATED
BENEFITS
EXCEEDING

ASSETS
EXCEEDING

ACCUMULATED
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ASSETS
3/31/95

BENEFITS
3/31/95

ASSETS
12/31/94

Actuarial present value of:
Vested benefit obligation $ 86.3

Accumulated benefit obligation.... $ 90.6

Projected benefit obligation.
Plan assets at fair value

Plan assets less than projected benefit
obligation

Unrecognized net loss
Unrecognized net transition obligation

(asset)
Unrecognized prior service cost
Adjustment required to recognize
minimum liability

Prepaid (accrued) pension cost.

</TABLE>

$ 91.4
76.2

$ (15.2)
24.1

(3.8)
(.3)

(18.3)

$ (13.5)

$ 9.8

$11.9

$15.0
14.5

$ (-5)
1.0

.1
(.9)

$ (.3)

$ 87.6

$ 91.9

$ 92.7
78.0

$ (14.7)
24.1

(3.8)
(.3)

(18.3)

$ (13.0)

At March 31, 1995 and December 31, 1994, the Company's accumulated
postretirement benefit obligation ("APBO") exceeded the plan assets. In
accordance with Statement of Financial Accounting Standards No. 87, "Employers'
Accounting for Pensions," the Company recorded a minimum pension liability of
$19.2 million and a charge to equity of $18.3 million at March 31, 1995 and
December 31, 1994.

In addition to the defined benefit plans, the Company has a defined
contribution plan which covers Indonesian nationals. Employee contributions of
2% of each covered, employee's compensation are matched by the Company with a
contribution of 61 of compensation by the Company. Contributions to the plan
were $.1 million in the first quarter of 1995 and $.4 million in 1994.

Other Postretirement Benefits

Effective January 1, 1993, the Company adopted Statement of Financial
Accounting Standards No. 106 ("SFAS 106"), "Employers' Accounting for
Postretirement Benefits Other Than Pensions," for its retiree health and welfare
benefits plan. Under SFAS 106, the Company is required to accrue the estimated
cout of retiree benefit payments, other than pensions, during employees' active
service period. The Company previously expensed the cost of these benefits,
which are principally medical benefits, as claims were incurred. The Company
currently administers several unfunded postretirement medical and life insurance
plans covering primarily U. S. employees which are, depending on the type of
plan, either contributory or noncontributory. Employees become eligible for
thf:se benefits if they meet minimum age and service
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requirements. At January 1, 1993, the estimated APBO was $46.1 million, which
the; Company elected to amortize over a 20-year period.

During 1994, the Company's postretirement medical and life insurance plans
experienced a partial curtailment due to the Company's decision to reduce staff.
The effect of the curtailment was a $6.6 million charge to earnings in 1994,
which was included as a component of the restructuring costs (See Note Four),
primarily due to accelerated recognition of the transition obligation.

The components of net periodic postretirement benefit expense for the three
months ended March 31, 1995 and for the years ended December 31, 1994 and 1993
are; as follows:

BENEFITS
12/31/94

$ 9.4

$11.5

$14.6
14.2

(.4)
1.0

.1
(.9)

$ (.2)

<T;>.BLE>
<CAPTION>

THREE MONTHS
ENDED

MARCH 31,
1995

YEAR ENDED
DECEMBER 31,

1994 1993
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Service cost for benefits earned during the
period $ .1 $ .5 $ .4

Interest cost on accumulated postretirement
benefit obligation .9 3.4 3.9

Amortization cf transition obligation .5 2.3 2.3

$1.5 $6.2 $6.6

</TABLE>

The APBO as of March 31, 1995 was $44.4 million. The amount recognized in
the Company's statement of financial position at March 31, 1995 and December 31,
1994 is as follows:

<TABLE>
<CAPTION>

MARCH 31, DECEMBER 31,
1995 1994

Retirees $ 39.0 $ 39.0
Fully eligible active employees 1.8 1.8
Other active employees 3.6 3.6

Total 44.4 44.4
Unrecognized transition obligation (33.7) (34.2)
Unrecognized net gain 2.1 2.0

$ 12.8 $ 12.2

</TABLE>

A discount rate cf 8.5% was used in determining the APBO for the three
months ended March 31, 1995 and the year ended December 31, 1994. The APBO was
based on a 10.4% increase in the medical cost trend rate, with the rate trending
downward .6% per year to 5% in 2003 and remaining at 5% thereafter. This
assumption has a significant effect on annual expense, as it is estimated that a
1$ increase in the medical trend rate would increase the APBO by $4.2 million
and increase the net periodic postretirement benefit cost by $.4 million per
year.

Other Postemployment Benefits

In 1993 the Company adopted, Statement of Financial Accounting Standards
No. 112 ("SFAS 112"), "Employers' Accounting for Postemployment Benefits," to
account for benefits provided after employment but before retirement. SFAS 112
requires an accrual method of recognizing the cost of providing postemployment
benefits. Prior to 1953, postemployment benefit expenses were recognized as
paid. The Company recognized the cumulative effect of the change in accounting
for postemployment. benefits in 1993, which resulted in a charge of $4.4 million.
This liability primarily represents medical benefits for long-term disability
recipients. Future annual costs are expected to be immaterial. Net periodic
postemployment benefit expense
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was insignificant for the three months ended March 31, 1995 and for the years
ended December 31, 19S4 and 1993.

NOTE NINE — FINANCIAL INSTRUMENTS

The fair value of financial instruments is determined by reference to
various market data ard other valuation techniques as appropriate. Unless
otherwise disclosed, the fair value of financial instruments approximates their
recorded values.

Restricted Cash

The fair value of the Company's restricted cash, which is invested
primarily in U. S. Treasury notes, marketable securities and trust accounts is
based on the quoted market prices for the same or similar securities at the
reporting date.
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I.ong-Term Investments

The fair value of the Company's long-term investments, which are primarily
U. S. Treasury notes aid long-term notes receivable, is based on the quoted
market prices for the same or similar investments at the reporting date.

I-iong-Term Debt

The fair value of the Company's long-term debt is estimated based on the
quoted market prices far the same or similar issues or on the current rates
offered to the Company for debt of the same remaining maturities.

The estimated fair value of the Company's financial instruments are as
follows:

<TABLE>
<CAPTION>

MARCH 31, 1995

CARRYING FAIR
AMOUNT VALUE

Assets
Restricted cash, including current and long-term
portion $128.4 $125.6

Long-term investments 41.5 36.7
Liabilities

Long-term debt, including current portion 975.6 862.4
</TABLE>

<TABLE>
<CAPTION>

DECEMBER 31, 1994

CARRYING FAIR
AMOUNT VALUE

Liabilities
Long-term debt, including current portion $975.6 $857.8

</r:'ABLE>

For information on the Company's derivative financial instruments, see Note
Seventeen.

NOTE TEN--RECEIVABLES

<TABLE>
<CAPTION>

MARCH 31, DECEMBER 31,
1995 1994

Trade receivables $ 97.0 $110.8
Notes and other receivables 32.0 42.3
Less—Allowanc= for doubtful receivables 1.2 .7

$ 127.8 $152.4

</TABLE>
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NOTE ELEVEN —PROPERTIES AND EQUIPMENT

<TABLE>
<CAPTION>

MARCH 31, DECEMBER 31,
1995 1994

Proved properties $2,445.5 $2,397.7
Unproved properties 31.7 29.1
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Gas plants and other 220.0 219.1

Total Oil and Gas 2,697.2 2,645.9
Corporate 51.5 53.5

2,748.7 2,699.4
Less—Accumulated depreciation, depletion and
amortization 1,638.0 1,611.0

$1,110.7 $1,088.4

</TABLE>

The charge against earnings for depreciation, depletion and amortization of
property and equipment was $29.9 million for the three months ended March 31,
1995, and $138.9 million and $152.3 million for the years ended December 31,
1994 and 1993, respectively. The charge against earnings for maintenance and
repairs was $7.4 million for the three months ended March 31, 1995, and $38.9
million and $35.0 million for the years ended December 31, 1994 and 1993,
respectively.

NOTE TWELVE—INVESTMEKTS AND LONG-TERM RECEIVABLES

<TABLE>
<CAPTION>

MARCH 31, DECEMBER 31,
1995 1994

Investments, a.t cost, and long-term receivables $12.0 $ 11.9
U. S. Treasury notes 29.5 28.3

$41.5 $ 40.2

</TABLE>

In September 199<:, the Company sold its geothermal subsidiary, Thermal
Power Company, which owned Union-Magma-Thermal Tax Partnership ("UMT") (See Note
Five). The investment in UMT was carried on the equity method prior to the sale
of Thermal Power Company. The following schedule presents certain summarized
financial information of UMT:

<TABLE>
<CAPTION>

DECEMBER 31, DECEMBER 31,
1994 1993

Summarized Statement of Income:
Sales $ 50.0 $ 93.1
Gross profit 24.8 50.3
Net income 24.8 50.3

</TABLE>

The Company's equity earnings are principally from UMT and were $5.2
million in 1994 and $10.2 million in 1993.

NOTE THIRTEEN—RESTRICTED CASH

At March 31, 1995 and December 31, 1994, the Company had $128.4 million and
$340.6 million, respectively, in restricted cash, of which $64.0 million in 1995
and $78.5 million in 1994 represented collateral for outstanding letters of
credit. Assets held in trust as required by certain insurance policies were
${•4.4 million in 1995 and $62.1 million in 1994. Approximately $48.5 million and
$46.4 million of collateral for outstanding letters of credit at March 31, 1995
and December 31, 1994, respectively, was classified as a current asset.
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NOTE FOURTEEN—INTANGIBLE ASSETS

Intangibles, primarily the excess of cost over fair market value of net
assets acquired, were $50.0 million at March 31, 1995 and December 31, 1994.
Accumulated amortization at March 31, 1995 and December 31, 1994 was $14.5
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million and S14.2 million, respectively. The charge against earnings for
amortization of intangible assets was $0.3 million for the three months ended
March 31, 1995 and $1.3 million for the years ended December 31, 1994 and 1993.

NOTE FIFTEEN--ACCP.UED LIABILITIES

<TABLE>
<CAPTION>

Accrued interest payable
Joint interest billings for international operations...
Merger reserve
Environmental reserve
Overlift p-ayable
Postretirement and postemployment benefits
Accrued compensation, benefits and withholdings
Other

</TABLE>

NOTE SIXTEEN--LONG-TERM DEBT AND CREDIT ARRANGEMENTS

<TABLE>
<CAPTION>

Senior Indebtedness
Sinking Fund Debentures

11 1/4% due 2013 ......
11 1/2% due 2001-2015.
8 1/2% due 1998-2008. .

Notes
9 7/6% due 2002
9 1/2% due 2003
9 3/8% due 2003

Medium-term nctes
Bank and other loans

Total senior indebtedness.
Less — current portion

</'TABLE>

MARCH 31,
1995

$

$

34.
32.
41.
14.
12.
4.
5.

25.

169.

8
3
0
9
2
5
0
1

8

DECEMBER 31,
1994

$ 23.
25.

14.
9.
4.
6.

17.

$101.

3
9

9
1
5
4
1

,2

MARCH 31,
1995

? 16.9
109.0
93.4

247.3
99.5
260.0
149.3

.2

975.6
4.7

$ 970.9

DECEMBER 31,
1994

$ 16.9
109.0
93.4

247.3
99.5
260.0
149.3

.2

975.6
4.7

$970.9

The aggregate maturities of long-term debt outstanding at March 31, 1995,
for the next five years will be as follows:

<TABLE>

</TABLE>
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April 1, 1995--March 31, 1996.
April 1, 1996--March 31, 1997.
April 1, 1997--March 31, 1998.
April 1, 1998--March 31, 1999.
April 1, 1999--March 31, 2000.

$ 4.7
34.3
14.2
20.5
8.5
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At March 31, 1995 and December 31, 1994, the Company had $149.3 million of
medium-term notes outstanding, which were issued in prior years, with maturities
from 1995 to 2004 and annual interest rates ranging from 7.57% to 11.08%.

The Company maintains a $25.0 million uncommitted credit facility (the
"credit facility") which is used for the issuance of documentary or standby
letters of credit and/or the payment of shipping documents. The credit facility
can be secured by cash or the accounts receivable which are financed through the
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lel.ters of credit. At March 31, 1995, there were $24.5 million of cash
collateralized letters of credit outstanding under this credit facility.

Total interest and debt expenses incurred, including capitalized interest,
were as follows:

<TABLE>
<CAPTION>

Interest and debt expenses
Capitalized interest

THREE MONTHS
ENDED

1995

<C>
oenses . . . . $ 24 1

. . . i

YEAR ENDED
DECEMBER 31,

1994 1993

<C> <C>
$96 7 $88 4
3 2 7 5

$ 24.2 $99.9

</TABLE>

NOTE SEVENTEEN—DERIVATIVE FINANCIAL INSTRUMENTS

The Company's only derivative financial instruments are an interest rate
swap agreement with an investment broker, natural gas price swap agreements and
crude oil and natural gas futures contracts, which are not used for trading
purposes.

Interest Rate Swap Agreement

Effective January 27, 1993, the Company entered into an interest rate swap
agreement under which it pays the counterparty interest at a variable rate based
on the London Interbank Offering Rate (LIBOR) and the counterparty pays the
Company interest at 6.73% on the notional principal of $100.0 million. This
agreement is effective through January 27, 2003. The Company is not required to
collateralize its obligation under this agreement unless it is in an unfavorable
position. At December 31, 1993, the Company had borrowings of $5.8 million
against its then favorable position in this interest rate swap agreement. Due to
higher interest rates in 1994, the Company's position in the interest rate swap
became unfavorable. As a result, the Company was required to collateralize $7.9
million, which was recorded in deferred charges at December 31, 1994. As
interest rates declined during the first three months of 1995, the Company
reduced its collateralized position by $3.4 million, leaving a balance of $4.5
million recorded in deferred charges at March 31, 1995.

Natural Gas Price Swap Agreements

Under the price swap agreements used to hedge fluctuations in the price of
natural gas, the Company receives or makes payments based on the differential
between the Company's specified price and the counterparty's specified price of
natural gas. Depending on the agreement, the Company pays a fixed or variable
price per million British Thermal Units ("Mmbtu") and receives a fixed or
variable price per Mmbtu. During the three months ended March 31, 1995, the
Company had swap agreements with other companies to exchange payments on 0.8
million Mmbtu of gas. Under these swap agreements, the Company paid fixed or
variable prices averaging $1.61 per Mmbtu and received fixed or variable prices
averaging $1.58 per Mmbtu. Gross gains and gross losses realized on these swap
agreements were immaterial.
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Natural Gas and Crude Oil Futures Contracts

Under the natural gas futures contracts used to hedge fluctuations in the
price of natural gas, the Company receives or makes payments based on the
differential between "he selling price and the settlement price per Mmbtu.
During the three months ended March 31, 1995, the Company settled futures
contracts with other companies on 1.2 million Mmbtu of gas. Under these futures
contracts, the Company received selling prices averaging $1.65 per Mmbtu and
paid settlement prices averaging $1.46 per Mmbtu. Realized gross gains on these
futures contracts werB $0.2 million.

Under the crude oil futures contracts used to hedge fluctuations in the
price of crude oil, tie Company receives or makes payments based on the
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differential betw€:en the selling price and the settlement price per barrel.
During the three-month period ended March 31, 1995, crude oil volumes hedged
under these futures contracts were insignificant as were gross unrealized gains
and losses.

NOTE EIGHTEEN—PREFERFED STOCK

The Company has the authority to issue 100,000,000 shares of Preferred
Stock, $1.00 par value. The rights and preferences of shares of authorized but
unissued Preferred Stcck are established by the Company's Board of Directors at
the time of issuance.

59.75 Cumulative Convertible Preferred Stock

In 1987, the Company sold 3,000,000 shares of $9.75 Cumulative Convertible
Preferred Stock (the "$9.75 Preferred Stock"). Since such time, the Company has
entered into various agreements, most recently on June 8, 1995, with the sole
holder of the $9.75 Preferred Stock pursuant to which, among other things, the
Company has repurchased 500,000 shares and the parties have waived or amended
various covenants, agreements and restrictions relating to such stock.
Currently, 1,250,000 shares of $9.75 Preferred Stock are outstanding, each
receiving an annual cash dividend of $9.75. In addition, 375,000 of such shares
(the "Conversion Waiver Shares") each receive an additional quarterly cash
payment of $.25 ($.50 in certain circumstances). For the 12-month period
commencing February 1, 1995, each share of the $9.75 Preferred Stock has a
liquidation value of $101.0836 ($126.4 million in the aggregate) which reduces
to $100 at February 1, 1996, in each case plus accrued dividends. Since February
1, 1994, the stock has been subject to mandatory redemption at the rate of
625,000 shares per year. The $9.75 Preferred Stock currently is neither
convertible by the holder nor redeemable at the Company's option and has no
associated registration rights. The $9.75 Preferred Stock entitles the holder to
vote only on certain matters separately affecting such holder, and the $9.75
Preferred Stock other than the Conversion Waiver Shares entitles the holder to
elect one individual to the Board of Directors of the Company. In addition,
pursuant to the June 8, 1995 agreement, the holder of the $9.75 Preferred Stock
waived previously granted rights to approve certain "self-dealing" transactions
and certain financial covenants pertaining to the Company, and the Company
waived its right of first offer with respect to the transfer of the $9.75
Preferred Stock and certain transfer restrictions on such stock.

$4.00 Cumulative Convertible Preferred Stock

Each outstanding share of $4.00 Cumulative Convertible Preferred Stock (the
"$4.00 Preferred Stock") is entitled to one vote, is convertible at any time
into shares of the Company's Common Stock (2.29751 shares at March 31, 1995), is
entitled to receive annual cash dividends of $4.00 per share, is callable at and
has a liquidation value of $50.00 per share ($217.8 million in the aggregate at
March 31, 1995) plus accrued but unpaid dividends, if any.
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E2.50 Cumulative Preferred Stock

Each outstanding share of the $2.50 Preferred is entitled to shall receive
annual cash dividends of $2.50 per share, is callable after December 1, 1998 at
and has a liquidation >/alue of $25.00 per share ($87.5 million in the aggregate
at March 31, 1995) plus accrued but unpaid dividends, if any.

The holders of the shares are entitled to limited voting rights under
certain conditions. In the event the Company is in arrears in the payment of six
quarterly dividends, tne holders of the $2.50 Preferred Stock have the right to
elect two members to tne Board of Directors until such time as the dividends in
arrears are current and a provision is made for the current dividends due.

NOTE NINETEEN — COMMON STOCK

<TABLE>
<CAPTION>

SHARES AMOUNT

January 1, 1993 133,567,300 $133.6
Employee Shareholding and Investment Plan 475,852 .5
Restricted stock 312, 690 .3
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Exercise of stock options 17, 683
Fractional shares exchanged for cash (2)

January 1, 1994 134,373,523 134.4
Employee Shareholding and Investment Plan 830,798 .8
Restricted stock 490,430 .5
Exercise of stock options
Fractional shares exchanged for cash (29)

January 1, 1955 135,694,722 135.7
Employee Shareholding and Investment Plan 199,274 .2
Conversion of $4.00 Preferred Stock 5,588
Fractional shares exchanged for cash (1, 685)

March 31, 199S 135,897,899 $135.9

</TABLE>

On July 30, 1991, the Company's Dividend Reinvestment and Stock Purchase
Plan (the "Plan") beciime effective. The Plan allowed holders of Common Stock to
purchase additional shares at a 3% discount from the current market prices
without paying brokerage commissions or other charges. In addition, if the
Company paid a dividend on its Common Stock in the future, common stockholders
could reinvest the amount of those dividends in additional shares also at a 3%
discount from the current market prices. In November 1992, the Company
effectively suspended the Plan by raising the threshold price.

At March 31, 1995 and December 31, 1994, respectively, there were 32.4
million and 35.8 million shares of Common Stock reserved for issuance upon
conversion of Preferred Stock, exercises of stock options or issuance under
certain employee benefit plans.

In 1992, Kidder, Peabody & Co, Incorporated purchased eight million
warrants from the Company. Each warrant represents the right to purchase one
share of the Company1:; Common Stock at $13.00 per share at any time prior to the
expiration of the warrants on October 10, 1997.

The Company has an Employee Shareholding and Investment Plan ("ESIP") which
allows eligible participating employees to contribute a certain percentage of
their salaries (li-10'i) to a trust for investment in any of six funds, one of
which consists of the Company's Common Stock. The Company matches the
participating employee's contribution to the ESIP (up to 6% of base pay); such
matching contribution is charged against earnings and invested in the ESIP fund
which consists of the Company's Common Stock. The charge against earnings for
the Company's contribution to the ESIP was $0.6 million, $2.8 million and
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$2.6 million At March 31, 1995, December 31, 1994, and December 31, 1993,
respectively. Subsequent to the Merger, contributions can no longer be invested
in the Company's Common Stock.

In 1988, the Company adopted a Preferred Share Purchase Rights Plan. The
plan issued one right for each share of Common Stock and 7.92 rights for each
share of $9.75 Cumulative Convertible Preferred Stock outstanding as of the
close of business on September 12, 1988. The rights, which entitle the holder to
purchase from the Company one one-hundredth of a share of a new series of junior
preferred stock at $23.00 per share, become exercisable if a person becomes the
beneficial owner of 20% or more of the Company's Common Stock or of an amount
that the Board of Directors determines is intended to cause the Company to take
certain actions rot in the best long-term interests of the Company and its
stockholders. The rights also become exercisable if a person makes a tender
offer or exchange offer for 30% or more of the Company's outstanding Common
Stock. The rights may be redeemed at $.10 per right under certain circumstances.
In the Merger Agreement, the Company agreed to redeem the rights. On February
23, 1995, the Board cf Directors of the Company took action to redeem the
rights, effective as of March 22, 1995. Holders of Common Stock on the close of
business on that date received the redemption price of $0.10 per right. Under a
separate agreement with the sole holder of the $9.75 Preferred Stock, such
holder waived its richt to receive the redemption price with respect to the
rights associated with the $9.75 Preferred Stock, subject to consummation of the
Merger.

NOTE TWENTY — PAID-IN CAPITAL AND ACCUMULATED DEFICIT



Page 64 of 154

<TABLE>
<CAPTION>

PAID-IN ACCUMULATED
CAPITAL DEFICIT

January 1, 1993 $ 980.1 $ (944.3)
Net loss (49.4)
Dividends on Preferred Stock (41.7)
Issuance of 54.00 Preferred Stock 1.1
Issuance of $2.50 Preferred Stock 81.1
Employee Shareholding and Investment Plan 3.1
Restricted stock 2.5

January 1, 1994 1,026.2 (993.1)
Net loss (22.7)
Dividends on Preferred Stock (43.6)
Employee Shareholding and Investment Plan 3.1
Restricted stock 2.4

January 1, 1995 988.1 (1,016.4)
Net loss (56.9)
Dividends on Preferred Stock (9.6)
Stock rights redemption (13.6)
Restricted stock .6
Employee Shareholding and Investment Plan .7

March 31, 1995 $ 966.2 $(1,073.3)

</TABLE>
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NOTE TWENTY-ONE--UNREALIZED LOSS ON INVESTMENT IN MARKETABLE SECURITIES

The amortized cost and estimated fair value of marketable securities at
March 31, 1995 are as follows:

<TABLE>
<CAPTION>

MARCH 31, 1995

GROSS
AMORTIZED UNREALIZED MARKET
COST LOSS VALUE

Held-to-maturi ty:
Corporate and other debt securities $ 280.0 $2.8 $277.2

Held-for-sale:
Corporate and other debt securities 30.7 1.3 29.4

</TABLE>

At March 31, 1995, securities categorized as held-to-maturity are included
in cash equivalents, sliort-term investments and short- and long-term restricted
cash. The securities h'eld-for-sale consist of U. 3. Treasury notes which mature
in August, 2002 and ar>= classified as long-term investments (See Note Twelve) .

The amortized cose and estimated fair value of marketable securities at
December 31, 1994 are .as follows:

<TABLE>
<CAPTION>

DECEMBER 31, 1994

AMORTIZED
COST

GROSS
UNREALIZED

LOSS
MARKET
VALUE

Held-to-maturi:y:
Corporate and other debt securities ? 139.4 $139.4

Held-for-sale:
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Corporate and other debt securities 30."7 $2.4 28.3

</TABLE>

At December 31, 1994, securities categorized as held-to-maturity with
maturities of 90 days or less are classified as cash equivalents and those with
maturities greater than ninety days are classified as short-term investments.
The securities held-fDr-sale consist of U. S. Treasury notes which mature in
August, 2002 and are classified as long-term investments (See Note Twelve).

NOTE TWENTY-TWO--COMMON TREASURY STOCK

<TABLE>
<CAPTION>

SHARES AMOUNT

January 1, 1993 (135,"751) $(2.1)
Restricted Stock (38,212) (.4)

January 1, 1994 (173,963) (2.5)
Restricted Stock (122,032) (1.0)

January 1, 1995 (295,995) (3.5)
Restricted Stock (14,540) (.1)

March 31, 199S (310,535) ?(3.6)

</TABLE>

NOTE TWENTY-THREE--STCCK OPTIONS

Two plans, a Long-Term Incentive Plan and a Director Stock Option Plan,
were approved by the stockholders in 1992. The Company's 1986 and 1992 Long-Term
Incentive Plans (the "Incentive Plans"), administered by the Compensation
Committee of the Board of Directors, permit the grant to officers and certain
key employees of stock options, stock appreciation rights ("SARs"), performance
units and awards of Common Stock or other securities of the Company on terms and
conditions determined by the Compensation Committee of the Board of Directors.
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The Director Stock Option Plan became effective on September I, 1992. Under
this plan, non-employee directors received options to purchase shares of Common
Stock on the effective date of the plan. Thereafter, upon initial election or
re-election of a non-employee director at an annual meeting, the non-employee
directors automatically receive options to purchase shares of Common Stock. The
plan terminated on Jun<; 1, 1995.

The grant or exercise of an option does not result in a charge against the
Company's earnings because all options have been granted at exercise prices
approximating the market value of the stock at the date of grant. However, any
excess of Common Stock market price over the option price of options, which
includes SARs, does result in a charge against the Company's earnings; a
subsequent decline in market price results in a credit to earnings, but only to
a maximum of the earnings charges incurred in prior years on SARs.

Stock option activity was as follows:

<TABLE>
<CAPTION>

DECEMBER 31,
MARCH 31,

1995 1994 1993

Outstanding at January 1 2,268,068 1,694,445 1,855,695
Granted 758,000 20,000
Exercised (17, 683)
Cancelled (77,495) (184,377) (163,567)

Outstanding at end of period 2,190,573 2,268,068 1,694,445
Grant price $5.00-$8.625 $8.625
Exercise price $6. 625-?8 . 506

Available for future grants at end
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of period ......................... 2,496,936 2,419,441 3,492,787

Restricted stock held for vesting at
end
of period ......................... 936,066 951,410 874,602

Performance units held for vesting
at
end of period ..................... 653,355 653,355 653,355

</TABLE>

Exercise prices of stock options outstanding at March 31, 1995 ranged from
$5.00 to $13.75 par share. There was a credit to earnings for SARs in 1993 of
$.1 million. There wa:> no earnings activity related to SARs in 1994 or for the
period ended March 31. 1995. Effective upon the Merger, all stock options and
restricted stock outstanding under Company-sponsored incentive plans were
surrendered to the Coripany.

Under the 1986 Long-Term Incentive Plan, the Company granted Restricted
Stock. The amount of the grant price is amortized over the vesting period of the
grant as a charge against earnings. The charge against earnings was $0.5 million
for the period ended March 31, 1995, $1.4 million in 1994 and $2.4 million in
1993.

In 1993, the Company issued performance units under the Long-Term Incentive
Plan. The performance unit entitles the grantee to the value of a share of
Common Stock contingent upon the performance of the Company compared to a
selected group of peer companies. The value of the performance unit is amortized
over the vesting period based on a weighted probability of expected payout
levels. The charge against earnings was $0.6 million in 1993. There was no
earnings activity related to performance units in 1994. For the period ended
March 31, 1995, there was a credit to earnings of $0.6 million.

Effective upon the Merger, all stock options and restricted stock
outstanding under Company-sponsored incentive plans were surrendered to the
Company. In March 1995, the Company recorded a $9.9 million charge to earnings
to record the estimated cost to redeem all outstanding options and restricted
stock. This charge was included in pre-Merger costs in the Company's
consolidated statement of operations (See Note Three) .
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NOTE TWENTY-FOUR--LEASKS

The Company lease;* certain machinery and equipment, facilities and office
space under cancelable and noncancelable operating leases, most of which expire
within 20 years and may be renewed.

Minimum annual rentals for non-cancelable operating leases at March 31,
1995, were as follows:

<TABLE>

March 31, 1.996 ....................................................... $ 34.4
March 31, 1997 ....................................................... 19.4
March 31, 1998 ....................................................... 15.7
March 31, 1999 ....................................................... 9.0
March 31, 2000 ....................................................... 8.2
March 31, 2001 and thereafter ........................................ 34.0

$120.7

</TABLE>

Minimum annual rentals have not been reduced by minimum sublease rentals of
$38.7 million due in the future under noncancelable subleases.

Rental expense for operating leases was as follows:

<TABLE>
<CAl>TION>

THREE MONTHS YEAR ENDED
ENDED DECEMBER 31,

MARCH 31,
1995 1994 1993
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Total rentals $ 14.0 $60.1 $67.7
Less — Sublease rental income .9 2.9 3.4

Rental expense $ 13.1 $57.2 $64.3

</TABLE>

NOTE TWENTY-FIVE--COMMITMENTS AND CONTINGENCIES

Like other energy companies, Maxus1 operations are subject to various laws
related to the handling and disposal of hazardous substances which require the
cleanup of deposits and spills. Compliance with the laws and protection of the
environment worldwide is of the highest priority to Maxus management. In the
first quarter of 1995, the Company spent $1.4 million in environmental related
expenditures for its oil and gas operations.

In addition, the Company is implementing certain environmental projects
related to its former chemicals business ("Chemicals") sold to an affiliate of
Occidental Petroleum Corporation (collectively, "Occidental") in 1986 and
certain other disposed of businesses. The environmental projects discussed below
relating to Chemicals' business are being conducted on behalf of Occidental
pursuant to the sale eigreement.

The Company has agreed to remediate the site of the former agricultural
chemical plant in Newc.rk, New Jersey as required by a consent decree entered
into in 1990 by Occidental, the United States Environmental Protection Agency
(the "EPA") and the New Jersey Department of Environmental Protection and Energy
(the "DEP") . Pursuant to an agreement with the EPA, the Company is conducting
further testing and studies to characterize contaminated sediment in a portion
of the Passaic River near the plant site. The Company has been conducting
similar studies under its own auspices for several years.

Under an Administrative Consent Order issued by the DEP in 1990, covering
sites primarily in Kearny and Secaucus, New Jersey, the Company will continue to
implement interim remedial measures and to perform remedial investigations and
feasibility studies and, if necessary, will implement additional remedial
actions at various locations where chromite ore residue, allegedly from the
former Kearny plant, was utilized, as well as at the plant site.
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Until 1976, Chemicals operated manufacturing facilities in Painesville,
Ohio. The Company has leretofore conducted many remedial, maintenance and
monitoring activities at this site. The former Painesville plant area has been
proposed for listing on the national priority list of Superfund sites. The scope
and nature of further investigation or remediation which may be required cannot
be determined at tfiis ~ime.

The Company also lias responsibility for Chemicals' share of the remediation
cost for a number of other non-plant sites where wastes from plant operations by
Chemicals were allegedly disposed of or have come to be located, including
several commercial waste disposal sites.

At the time of the spin-off by the Company of Diamond Shamrock, Inc.
("DSI") in 1987, the Company executed a cost-sharing agreement for the partial
reimbursement by DSI ol: environmental expenses related to the Company's disposed
of businesses, including Chemicals. DSI is expected to reach its total
reimbursement obligation in 1996.

The Company's total expenditures for environmental compliance for disposed
of businesses, including Chemicals, were $7.9 million in the first quarter of
1995, $2.6 million of which was recovered from DSI under the cost-sharing
agreement.

Reserves have been established for environmental liabilities where they are
material and probable a.nd can be reasonably estimated. At March 31, 1995 and
December 31, 1994, reserves for the above environmental contingencies totaled
$84.7 million and $87.] million, respectively. During 1994, the Company
increased its reserve for future environmental liabilities by $60.5 million,
primarily in response to the EPA's proposal of chromium clean-up standards and
for additional costs expected to be incurred at Chemicals' former Newark, New
Jersey plant site.
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The Company enters into various operating agreements and capital

commitments associated with the exploration and development of its oil and gas
properties. Such contractual financial and/or performance commitments are not
material.

The Company's foreign petroleum exploration, development and production
activities are subject to political and economic uncertainties, expropriation of
property and cancellation or modification of contract rights, foreign exchange
restrictions and other risks arising out of foreign governmental sovereignty
over the areas in which the Company's operations are conducted, as well as risks
oi loss in some countries due to civil strife, guerrilla activities and
insurrection. Areas in which the Company has significant operations include the
Urited States, Indonesia, Ecuador, Bolivia and Venezuela.

The Company has begun discussions with various government entities in
Ecuador regarding a number of issues related to Block 16 and the Tivacuno area,
including the Company's cost recovery claims, the approval of budgets, contract
terms and other operating matters. The Company believes these matters will be
satisfactorily resolved.
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REPORT OF MANAGEMENT

To the Stockholders of Maxus Energy Corporation

The Consolidated Financial Statements have been prepared in conformity with
generally accepted accounting principles and have been audited by Arthur
Andersen LLP, independent accountants, for the three months ended March 31, 1995
and the nine months ended December 31, 1995 and have been audited by Price
Waterhouse LLP, independent accountants, for the two years in the period ended
December 31, 1994.

In meeting its responsibility for the reliability of the Consolidated
Financial Statements, the Company depends on its accounting and control systems.
These systems are designed to provide reasonable assurance that assets are
safeguarded against loss from unauthorized use and that transactions are
executed in accordance with the Company's authorizations and are recorded
properly. The Company believes that its accounting and control systems provide
reasonable assurance that errors or irregularities that could be material to the
Consolidated Financial Statements are prevented or would be detected within a
timely period. The Company also requires that all officers and other employees
adhere to a written business conduct policy.

The independent accountants provide an objective review as to the Company's
reported operating results and financial position. The Company also has an
active operations auditing program which monitors the functioning of the
Company's accounting and control systems and provides additional assurance that
the Company's operatior.s are conducted in a manner which is consistent with
applicable laws.

The Board of Directors pursues its oversight role for the Consolidated
Financial Statements through the Audit Review Committee which is composed solely
of directors who are not employees of the Company. The Audit Review Committee
meer.s with the Company's financial management and operations auditors
periodically to review the work of each and to monitor the discharge of their
responsibilities. The Audit Review Committee also meets periodically with the
Company's independent accountants without representatives of the Company
present, to discuss accounting, control, auditing and financial reporting
matters.

1st W. MARK MILLER
W. Mark Miller
Executive Vice President and
Treasurer
(Principal Financial Officer)

Isl LINDA R. ENGELBRECHT
Linda R. Engelbrecht
Controller
(Principal Accounting Officer)

Dallas, Texas
February 2, 1996
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Stockholders and Board of Directors of
Maxus Energy Corporation

We have audited the accompanying consolidated balance sheets of Maxus
Energy Corporation (a Delaware corporation) and subsidiaries as of March 31,
l')95 and December 31, 1995, and the related consolidated statements of
operations and cash flows for the three months ended March 31, 1995 and the nine
months ended December 31, 1995. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by
management, as well a:; evaluating the overall financial statement presentation.
We believe that our audits provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above
present fairly, in all material respects, the consolidated financial position of
Maxus Energy Corporation and its subsidiaries as of March 31, 1995 and December
31, 1995, and the results of its operations and its cash flows for the three
months ended March 31, 1995 and the nine months ended December 31,1995, in
conformity with generally accepted accounting principles.

/S,' ARTHUR ANDERSEN LLP
ARTHUR ANDERSEN LLP

Dallas, Texas
February 2, 1996
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Stockholders and Board of Directors of
Maxus Energy Corporation

In our opinion, the accompanying consolidated balance sheet and the related
consolidated statement:! of operations and of cash flows present fairly, in all
material respects, the financial position of Maxus Energy Corporation and its
subsidiaries at December 31, 1994 and the results of their operations and their
cash flows for each of the two years in the period ended December 31, 1994, in
conformity with generally accepted accounting principles. These financial
statements are the responsibility of the Company's management; our
responsibility is to express an opinion on these financial statements based on
our audits. We conducted our audits of these statements in accordance with
generally accepted auditing standards which require that we plan and perform the
audit to obtain reasons.ble assurance about whether the financial statements are
free of material misstc.tement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for the opinion expressed
above.

As discussed in Notes 1, 7 and 8 to the Consolidated Financial Statements,
the Company changed its methods of accounting for income taxes, postretirement
benefits and postemployment benefits in 1993.

/s/ PRICE WATERHOUSE LLP
PRICE WATERHOUSE LLP

Dallas, Texas
February 28, 1995
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FINANCIAL SUPPLEMENTARY INFORMATION (Unaudited)

(DATA IS AS OF DECEMBER 31 FOR THE YEARS ENDED 1993 AND 1994 AND AS OF MARCH 31
FOR THE FIRST QUARTER

THEN ENDED 1995. THE DOLLAR AMOUNTS IN TABLES ARE IN MILLIONS, EXCEPT PER SHARE)
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OIL AND GAS PRODUCING ACTIVITIES

The following are disclosures about the oil and gas producing activities of
the Company as required by Statement of Financial Accounting Standards No. 69
("SFAS 69").

Results of Operations

Results of operations from all oil and gas producing activities are shown
below. These results exclude revenues and expenses related to the purchase of
natural gas and the subsequent processing and resale of such natural gas plus
the sale of natural gas liquids extracted therefrom.

<TABLE>
<C:APTION>

Sales

Depreciation, depletion

(Gain) loss on sale of

Other

Income (loss) before

Provision (benefit) for

Results of

</TABLE>

<TABLE>
<CAPTION>

Sal es

Depreciation, depletion
and amortization

(Gain) loss on sale of

Other

Income (loss) before

Provision (benefit) for

Results of
operations

</TABLE>

UNITED STATES INDONESIA

MARCH 31, MARCH 31,
1995 1994 (B) 1993(B) 1995 1994 1993

$22.7 $ 132.3 $202.0 $93.1 $381 2 $405.9

74 35 0 52.1 39 7 151 5 157 5
37 12 2 17 6 27 13 8 16 5

70 45 3 77.9 16 9 75 6 63 0

( . 1) (201.8) 3.0
2.9(a) 10.8(a) 19.0 (a) (3.0) 1.8 (.2)

20.9 (98.5) 169.6 56.3 242.7 236.8

1 9 230 8 32 4 36 8 138 5 169 1

46 .6 18 7 74 4 86.7

$ 1.8 $226.2 $ 31.8 $18.1 $ 64.1 $ 82.4

SOUTH AMERICA OTHER FOREIGN

MARCH 31, MARCH 31, MARCH 31,
1995 1994 1993 1995 1994 1993 1995

? 7.8 $24.0 $ 123.6

6 8 17 8 1 7 53 9
.4 24 10.5 $ 2.2 $ 7.2 $ 15.2 9.0

3.9 7.5 .6 .4 2.7 1.7 28.2

2 (1 1) (1.2)
.4 (1.4) -2 (.3) (.1) .3

11.5 26.5 13.0 1.5 9.6 16.8 90.2

(3 7) (2 5) (13.0) (1 5) (9 6) (16.8) 33.4

5 52 ( . 3) (2) ( . 3) 19.2

$(4.2) $ (7.7) $(12.7) $ (1.5) $ (9.4) $(16.5) $ 14.2

WORLDWI DE

1994 (B) 199

$ 537 5 $ 6

204 3 2
35. 6

131.1 1

(201. 6)
10.9

180.3 4

357.? 1

84.0

$ 273.2 $

(a) Includes Unitec. States gathering and processing costs related to sales. Such
costs were $3.1 million, $11.8 million and $15.1 million for March 31,
1995, December 31, 1994 and 1993, respectively.
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(b) Production costs, Exploration costs and Other have been restated for the
years ended Dece:uber 31, 1994 and 1993 to be consistent with current period
presentation.
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Capitalized Costs

Included in properties and equipment are capitalized amounts applicable to
the Company's oil and gas producing activities. Such capitalized amounts include
the cost of mineral interests in properties, completed and incomplete wells and
related support equiptient as follows:

<TABLE>
<CAPTION>

UNITED STATES INDONESIA

MARCH 31, MARCH 31,
1995 1994 1993 1995 1994 1993

Proved properties . . 605 4 584 0 1 214 6 1 588 1 1 572 9 1 514 3
Unproved properties 10.7 7.8 51.2 .7 7 8

616.1 591.8 1,265.8 1,588.8 1,573.6 1,515.1

Less -Accumulated
depreciation,
depletion and
amortization 422.6 416.8 931.9 1,060.6 1,043 7 968.1

$ 193.5 $175.0 $ 333.9 $ 528.2 $ 529.9 $ 547.0

< /TABLE >

<TABLE>
<CAPTION>

SOUTH AMERICA OTHER FOREIGN

MARCH 31, MARCH 31,
1995 1994 1993 1995 1994 1993

Proved properties $ 252 1 $240 8 $ 173 2
Unproved properties 15.2 15.2 14.9 $ 5.0 $ 5.4 $ 5.4

267.3 256.0 188.1 5.0 5.4 5.4

Less -Accumulated
depreciation,
depletion and
amortization 12.3 8.5 1.0 4.2 4.0 2.6

$ 255.0 $247.5 $ 187.1 $ .8 $ 1.4 $ 2.8

</TABLE>

Costs Incurred

Costs incurred by the Company in its oil and gas producing activities
(whether capitalized or charged against earnings) were as follows:

<TABLE>
<CA1.'TION>

UNITED STATES INDONESIA

MARCH 31, MARCH 31,
1995 1994(A) 1993(A) 1995 1994 1993

Property acquisition
costs $13.6 $ 2 4 $ 13.5

Exploration costs 70 12 8 25.6 $ 7.0 $13 8 $ 16.4
Development costs 8.2 20.9 35.6 10.9 58.7 120.8

WORLDW: DE

MARCH 31,
1995 1994

$2 445 6 $2 397 7 $
31.6 29.1

2,477.2 2,426.8 2

1, 499. 7 1, 473.0 1

$ 977.5 $ 953.8 $

$28.8 $36.1 $ 74.7 $17.9 $72.5 $137.2
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<TABLE>
<CAPTION>

SOUTH AMERICA OTHER FOREIGN

MARCH 31,
1995 1994 1993

MARCH 31,
1995 1994 1993

WORLDWIDE

MARCH 31,
1995 1994(A)

Property acquisition
costs

Exploration costs....
Development costs....

$ .4
11.3

$11.7

</TABLE>

? 3.4
77.7

$81.1

$ 25.3
123.6

$148.9

$ .5
$ 2.2 $ 7.4 15.5

$ 2.2 $ 7.4 $ 16.0

$13.6
16.6
30.4

$60.6

$ 2.4
37.4
157.3

$197.1

(a! Exploration costs have been restated for the years ended December 31, 1994
and 1993 to be consistent with current period presentation.
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Oil and Gas Reserves

The following table represents the Company's net interest in estimated
quantities of developed and undeveloped reserves of crude oil, condensate,
natural gas liquids and natural gas and changes in such quantities at
quarter-end March 31, 1995 and at year-end 1994 and 1993. Net proved reserves
are the estimated quantities of crude oil and natural gas which geological and
engineering data demonstrate with reasonable certainty to be recoverable in
future years from known reservoirs under existing economic and operating
conditions. Proved developed reserves are proved reserve volumes that can be
expected to be recovered through existing wells with existing equipment and
operating methods. Proved undeveloped reserves are proved reserve volumes that
are expected to be recovered from new wells on undrilled acreage or from
existing wells where a significant expenditure is required for recompletion.

Estimates of reserves were prepared by the Company using standard
geological and engineering methods generally accepted by the petroleum industry
and in accordance with the rules and regulations of the Securities and Exchange
Coiraiission ("SEC"). The choice of method or combination of methods employed in
the analysis of each reservoir was determined by experience in the area, stage
of development, quality and completeness of basic data, and production history.
There are numerous uncertainties inherent in estimating quantities of proved
reserves and in project.ing future rates of production and timing of development
expenditures, includincj many factors beyond the control of the producer. Reserve
engineering is a subjective process of estimating underground accumulations of
crude oil and natural cas that cannot be measured in an exact manner, and the
accuracy of any reserve estimate is a function of the quality of available data
and of engineering and geological interpretation and judgment. As a result,
estimates of different engineers often vary. In addition, results of drilling,
testing and production subsequent to the date of an estimate may justify
revision of such estimate. Accordingly, reserve estimates are often different
from the quantities of crude oil and natural gas that are ultimately recovered.
The meaningfulness of such estimates is highly dependent upon the accuracy of
the assumption upon, which they were based. The reserve estimates were subjected
to economic tests to determine economic limits. The estimates may change as a
result of numerous factors including, but not limited to, additional development
activity, evolving production history, and continued reassessment of the
viability of production under varying economic conditions.
<TABLE>
<CAPTION>

MARCH 31, 1995(D) 1994

CRUDE OIL
UNITED
STATES INDONESIA

SOUTH
AMERICA TOTAL

UNITED
STATES INDONESIA

SOUTH
AMERICA TOT

(MILLIONS OF BARRELS)

Net Proved Developed and Undeveloped Reserves
Beginning of period ...........................

Revisions of previous estimates ............
Purchase of reserves in place ..............
Extensions, discoveries and other

3.5

.3

158.8 67.1 229.4

.3

12.3
.2

180.1
(3.2)(a)

71.6
5.1

264
2
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Sales of reserves .in place

Net Proved Developed Reserves
Beginning of period

<CAPTION>

CRUDE OIL

Net Proved Developed and Undeveloped Reserves
Beginning of period

Extensions, discoveries and other
additions

Net Proved Developed Reserves

End of period

( 1) (47)

3 7 154 1

2.9 141.5
2.8 136 8

SOUTH
INDONESIA AMERICA

155.2 53.1
39.6(a) 1.2

8.1(a) 17.3
(22.8)

180.1 71.6

128.9
161.1 14.1

1
(8) (56) (9)

(8 2)

66 3 224 1 35

14 . 8 159.2 11.0
14 0 153 6 29

TOTAL

220.5
41.2

2

26.7
(24 . 6)

264 .0

140.2
186.2

3 5 (a) 3
(216) (18) (c) (24

(7.8) (16

158 8 67 1 229

161. 1 14. 1 186
141 5 14 8 159

</TABLE>

F-32
<PAGE> 79

<TABLE>
<CAPTION>

NATURAL GAS(B)

Net. Proved Developed aid Undeveloped
Reserves

Beginning of period

Purchase of reserves in place
Extensions, discoveries and other

additions

End of period

Net: Proved Developed Reserves
Beginning of period ,
End of period . ...

</TABLE>

<TABLE>
<CAPTION>

NATURAL GAS LIQUIDS

Net Proved Developed arid Undeveloped
Reserves

Beginning of period

Purchase of reserves in place
Extensions, discoveries and other

MARCH 31, 1995 (D)

UNITED
STATES INDONESIA TOTAL

. ... 492 304 796

. ... 24 24

. . . (11) (4) (15)

. . . . 505 300 805

. ... 384 107 491
373 103 476

MARCH 31, 1995 (D)

UNITED
STATES INDONESIA TOTAL

. . . . 36.5 9.4 45.9

. . . . .4 4

1994

UNITED
STATES INDONESIA TOTAL

(BILLIONS OF CUBIC FEET)

679 262 941
21 1 22

13 58 71
(57) (17) (74)

(164) (164)

492 304 796

507 85 592
384 107 491

1994

UNITED
STATES INDONESIA TOTAL

(MILLIONS OF BARRELS)

37.1 10.2 47.3
2.0 ( . 7) 13

UNITED
STATES

584
3
17

152
(76)
(1)

679

515
507

UNITED
STATES

30.8
1 . 9

1993

INDONESI

245
(23)

45
(5)

262

22
85

1993

INDONESI

9.3
( . 3)
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additions.

Production.. (.8)

End of period 36.1

Net Proved Developed Reserves
Beginning of period 29.7
End of period 28.9

</TABLE>

(.1)

9.3

3.2
3.1

(.9)

45.4

32.9
32.0

.4
(3.0)

36.5

29.5
29.7

.7
(.8)

9.4

3.3
3.2

1. 1
(3.8)

45.9

32.8
32.9

7.2
(2.8)

37.1

27.0
29.5

1.7
(.5)

10.2

5.1
3.3

(a) The changes reflect the impact of the change in the price of crude oil on
the barrels to which the Company is entitled under the terms of the
Indonesian production sharing contracts. The Indonesian production sharing
contracts allow the Company to recover tangible production and exploration
costs, as well a:s operating costs. As the price of crude oil fluctuates,
the Company is entitled to more or less barrels of cost recovery oil.
Increasing price;; at the end of 1994 resulted in a decrease of 11.7 million
barrels. Decreasing prices resulted in an increase of 24.3 million barrels
in 1993.

(b) Natural gas is reported on the basis of actual or calculated volumes which
remain after removal, by lease or field separation facilities, of
liquefiable hydrocarbons and of non-hydrocarbons where they occur in
sufficient quantities to render the gas unmarketable. Natural gas reserve
volumes include liquefiable hydrocarbons approximating 11% of total gas
reserves in the United States and 5% in Indonesia which are recoverable at
natural gas processing plants downstream from the lease or field separation
facilities. Such recoverable liquids also have been included in natural gas
liquids reserve volumes.

(c) Reserves in Venezuela attributable to an operating service agreement under
which all hydrocarbons are owned by the Venezuelan government have not been
included. Production reported in Oil and Gas reserves does not include
Venezuela production but it is included in net oil sales reported in
Exploration and E'roduction Statistics. The SFAS 69 Results of Operations,
Capitalized Costs and Costs Incurred disclosures include costs related to
Venezuela.

(d) Reserves are estimated at year end only. Reserves at March 31, 1995 are
December 31, 1994 reserves adjusted only for the production for the first
quarter of 1995 and purchase of properties in the United States.

Future Net Cash Flous

The standardized measure of discounted future net cash flows relating to
the Company's proved cil and gas reserves is calculated and presented in
accordance with Statement of Financial Accounting Standards
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No. 69. Accordingly, future cash inflows were determined by applying year-end
oil and gas prices (adjusted for future fixed and determinable price changes) to
the Company's estimated share of future production from proved oil and gas
reserves. Future income taxes were derived by applying year-end statutory tax
rates to the estimated net future cash flows. A prescribed 10% discount factor
wa:;i applied to the future net cash flows.

In the Company's opinion, this standardized measure is not a representative
measure of fair market value, and the standardized measure presented for the
Company's proved oil and gas reserves is not representative of the reserve
value. The standardized measure is intended only to assist financial statement
users in making comparisons between companies.

Future net cash flows and changes in the standardized measure are only
prepared at year-end, therefore, no data is presented as of March 31, 1995.
Information as of December 31, 1995 is included in the Post-merger section.

<TABLE>
<CAPTION>

UNITED STATES INDONESIA

1994 1993 1994 1993

SOUTH AMERICA

1994 1993

WORLDWI

1994

Future cash flows
Future production and development

$ 967.3 $1,781.2 $ 3,389.0 S 3,269. $ 831.9 $ 700.9 S 5,1138.2 $
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costs (324.7) (521.6) (2,246.8)

Future income tax expenses (92.8) (152.4) (503.1)

Future net cash flows 549.8 1,107.2 639.1
Annual discount at lOi rate (241.1) (414.0) (261.7)

Standardized measure of discounted
future net cash flows $ 308.7 $ 693.2 $ 377.4 $

</TABLE>

The following are the principal sources for change in the standardized
measure:

<TABLE>
<CAPTION>

<S> <C
Beginning of year $1

Sales and transfers of oil and gas produced, net of production
costs

Net changes in prices and production costs
Extensions, discoveries and improved recovery, less related
costs
Development costs incurred during the year that reduced future
development costs
Revisions of previous quantity estimates
Purchase of reserves in place
Sale of reserves in place
Net change in income taxes
Accretion of discount
Other

End of year $

</TABLE>
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MAXUS ENERGY CORPORATION

CONSOLIDATED STATEMENT OF OPERATIONS

<TABLE>
<CAPTION>

Revenues
Sales and operating revenues
Other revenues, m;t

Costs and Expenses
Operating expense:;
Gas purchase cost;;
Exploration, including exploratory dry holes
Depreciation, depletion and amortization
General and administrative expenses
Taxes other than r.ncome taxes
Interest and debt expenses

Loss Before Income Taxe.s
Income Taxes

Net Loss
Dividend requirement on Preferred Stock

Net Loss Applicable; to Common Shares

Net Loss Per Common Shore

(2,258.1) (371.8) (500.9)
(438.5) (53.6) (81.9)

573.2 406.5 118.1
(238.2) (162.8) (85.0)

335.0 $ 243.7 $ 33.1

1994 1993

> <C>
,061.3 $1,169.6

(333.2) (396.6)
103.4 (443.6)

68.0 229.9

123.2 217.4
56.6 13.6

.4 18.8
(275.7) (.9)
(22.6) 170.5
132.4 172.3
16.0 (89.7)

929.8 $1,061.3

NINE MONTHS ENDED
DECEMBER 31, 1995

(IN MILLIONS, EXCEPT
PER SHARE)

$ 463.8
7.1

470.9

173.5
41.4
51.2
142.1
12.7
9.7

104.9

535.5

(64.6)
9.1

(73.7)
(28.8)

$(102.5)

$ (.76)

(2,943.3)
(649.5)

1,595.4
(665.6)

? S'29.8



Average Common Shares Outstanding.
</TABLE>

135.6
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See Notes to Consolidated Financial Statements.
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MAXUS ENERGY CORPORATION

CONSOLIDATED BALANCE SHEET
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<TABLE>
<CAPTION>

ASSETS

Current Assets
Cash and cash equivalents
Short-term investments
Receivables, less allowance for doubtful accounts.
Taxes receivable
Inventories
Restricted cash
Prepaids and other current assets

DECEMBER 31, APRIL 1,
1995 1995

(UNAUDITED)
(IN MILLIONS, EXCEPT SHARES)

Total Current Assets
Properties and Equipment, less accumulated depreciation, depletion

,ind amortization
Investments and Lcng-Term Receivables
Restricted Cash
Deterred Charges

LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities

Long-term debt
Accounts payable
Taxes payable
Accrued liabilities

Authorized shares—5,
Issued shares--<l, 356, 958

Common Stock, SI.00 par value
Authorized shares--300,000,000
Issued shares —:.35,609,772 and 135,897,899..

Paid-in capital
Accumulated deficit
Minimum pension liability
Common Treasury Stock, at cost—0 and 310,535.

Total Stockholders' Equity

$ 38.3

141.8

40 .8
19.0
26.5

2 6 6 . 4

2 , 3 6 3 . 6
7.1

61.4
18.3

$2,716.8

Total Current Liabilities
Long-Term Debt
Deferred Income Taxes
Other Liabilities and .Deferred Credits
S9.75 Redeemable Preferred Stock, $1.00 par value Authorized and

issued shares —1,250,000
Stockholders' Equity

$2.50 Preferred S':ock, $1.00 par value
Authorized shares—5,000,000
Issued shares — 3,500,000

$4.00 Preferred Stock, $1.00 par value
,915,017

3 4 . 3
59 .0
39.7

173.4

306 .4
,261.2

551.2
233.0

125.0

66.5

11.7

135.6
105.8
( 7 3 . 7 )

( 5 . 9 )

2 4 0 . 0

$2,716.8

92.1
65.0

127.8
13.7
28 .6
48 .5
26 .5

402.2

2,404.7
36.7
77.1
15.5

$ 2,936.2

12.7
49.8

263.2

325.7
1,282.7
593.5
260.9

125.0

73.1

135.9
118.2

(3.6)
348.4

$ 2,936.2

</TABLE>

See "Commitments and Contingencies."
See Not.es to Consolidated Financial Statements.

The Company uses the successful efforts method to account for its oil and gas
producing activities.

The Consolidated Bale.nee Sheet at April 1, 1995 which represents the opening
post-mercer consolidated balance sheet is unaudited.
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MAXUS ENERGY CORPORATION

CONSOLIDATED STATEMENT OF CASH FLOWS

<TABLE>
<CAPTION>

NINE MONTHS
ENDED

DECEMBER 31,
1995

(IN
MILLIONS)

<S> <C>
Cash Flows From Operating Activities:

Net loss $ (73.7)
Adjustments to reconcile net loss to net cash provided by operating
activities:

Depreciation, depletion and amortization 142 .1
Dry hole costs 18.8
Deferred income taxes (49.2)
Net gain on sale of assets and investments (5.9)
Postretirement benefits 3.1
Accretion of discount on long-term debt 7.3
Other 1.4
Changes in components of working capital:

Receivables (5.4)
Inventories, prepaids and other current assets (12.8)
Accounts payable 9.2
Accrued liabilities (31.5)
Taxes payable/receivable 53.4

Net Cash Provided by Operating Activities 56.8

Cash Flows From Investing Activities:
Expenditures for properties and equipment—including dry hole costs (137.4)
Proceeds from sales of assets 27.4
Proceeds from sale/maturity of short- and long-term investments 96.3
Restricted cash 45.3
Other (34.3)

Net Cash Used in Investing Activities (2.7)

Cash Flows From Financing Activities:
Interest rate swap 6.9
Proceeds from issuance of short-term debt 17.2
Repayment of short-term debt (21.8)
Net proceeds from issuance of long-term debt 839.8
Repayment of long-term debt (425.1)
Acquisition of co:imon stock, including payment of merger costs (746.6)
Capital contribution from parent 250. 5
Dividends paid on Preferred Stock (28.8)

Net Cash Used in Financing Activities (107.9)

Net Decrease in Cash and Cash Equivalents (53.8)
Cash and Cash Equivalents at Beginning of Period 92.1

Cash and Cash Equivalents at End of Period $ 38.3

</TABLE>

See Notes to Consolidated Financial Statements.
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PRESENTATION

On June 8, 1995, a special meeting of the stockholders of Maxus Energy
Corporation (together with its foreign and domestic subsidiaries, the "Company"
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or "Maxus") was held to approve the Agreement of Merger ("Merger Agreement")
dated February 28, 1995, between the Company, YPF Acquisition Corp. (the
"Purchaser") and YPF Sociedad Anonima ("YPF"). The holders of the Company's
co.nmon stock, $1.00 par value per share, and $4.00 Cumulative Convertible
Preferred Stock approved the Merger Agreement, and the Purchaser was merged into
the Company (the "Merger") on June 8, 1995.

Effective April 1, 1995, the Company used the purchase method of accounting
to record the acquisition of the Company by YPF. In a purchase method
combination, the purchase price is allocated to acquired assets and assumed
liabilities based on their fair values at the date of acquisition. As a result,
the Company's assets and liabilities were revalued to reflect the approximate
$762 million cash purchase price paid by YPF to acquire the Company. The
Company's pre-Merger Consolidated Balance Sheet as of March 31, 1995, together
with the purchase method accounting adjustments, became the Company's opening
unaudited post-Merger Consolidated Balance Sheet on April 1, 1995, which is
included in the accompanying balance sheet.

The following post-Merger data is for the nine months ended December 31,
1995 and dollar amounts in tables are in millions, except per share amounts.
Post-Merger financial information is not comparable to prior periods due to the
application of purchase accounting effective April 1, 1995.

NOTE ONE—SIGNIFICANT ACCOUNTING POLICIES

The Consolidated Jinancial Statements have been prepared in conformity with
generally accepted accounting principles, the most significant of which are
described below.

Consolidation Accounting

The Consolidated Financial Statements include the accounts of Maxus Energy
Corporation and all domestic and foreign subsidiaries. All significant
intercompany accounts and transactions have been eliminated.

Statement of Cash Flows

Investments with original maturities of three months or less at the time of
original purchase are considered cash equivalents for purposes of the
accompanying Consolidated Statement of Cash Flows. Short-term investments
include investments with maturities over three months but less than one year.

Net cash provided by operating activities reflects cash receipts for
interest income and cash payments for interest expense and income taxes as
follows:

<TABLE>
<CAPTION>

NINE MONTHS
ENDED

DECEMBER 31,
1995

Interest receipts $ 11.8
Interest payments 107.9
Income tax payments 64.7

</TABLE>

Inventory Valuation

Inventories are valued at the lower of historical cost or market value and
are primarily comprised of well equipment and supplies. Historical cost is
determined primarily by using the weighted average cost method.
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Properties and Equipment

Properties and equipment are carried at cost. Major additions are
capitalized; expenditures for repairs and maintenance are charged against
earnings.

The Company uses the successful efforts method to account for costs
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incurred in the acquisition, exploration, development and production of oil and
gas reserves. Under this method, all geological and geophysical costs are
expensed; all development costs, whether or not successful, are capitalized as
costs of proved properties; exploratory drilling costs are initially
capitalized, but if the effort is determined to be unsuccessful, the costs are
then charged against earnings; depletion is computed based on an aggregation of
properties with common geologic structural features or stratigraphic conditions,
such as reservoirs or fields.

For investment in unproved properties in the United States, a valuation
allowance (included aii an element of depletion) is provided by a charge against
earnings to reflect the impairment of unproven acreage. Investment in
international non-producing leasehold costs are reviewed periodically by
management to insure <;he carrying value is recoverable based upon the geological
and engineering estimates of total possible and probable reserves expected to be
added over the remaining life of each concession. Based upon increases to proved
reserves determined by reserve reports, a portion of the investment in
international non-producing leasehold costs will be periodically transferred to
investment in proved properties.

Depreciation and depletion related to the costs of all development
drilling, successful exploratory drilling and related production equipment is
calculated using the unit of production ("UOP") method based upon estimated
proved developed reserves. Leasehold costs are amortized using the UOP method
based on estimated total proved reserves. Other properties and equipment are
depreciated generally on the straight-line method over their estimated useful
lives. Estimated future dismantlement, restoration and abandonment costs for
major facilities, net of salvage value, are taken into account in determining
depreciation, depletion and amortization.

The Company capitalizes the interest cost associated with major property
additions and mineral development projects while in progress, such amounts being
amortized over the useful lives, and applying the same depreciation method, as
that used for the related assets.

When complete units of depreciable property are retired or sold, the asset
cost and related accumulated depreciation are eliminated with any gain or loss
reflected in other revenues, net. When less than complete units of depreciable
property are disposed of or retired, the difference between asset cost and
salvage or sales value is charged or credited to accumulated depreciation and
depletion.

Deferred Charges

Deferred charges are primarily comprised of debt issuance costs and are
amortized over the terms of the related debt agreements.

Revenue Recognition

Oil and gas sales are recorded on the entitlements method. Differences
between the Company's actual production and entitlements result in a receivable
when underproduction occurs and a payable when overproduction occurs. These
underproduced or overproduced volumes are valued based on the weighted average
sales price for each respective property. The Company's gross underproduced and
overproduced volumes at December 31, 1995, are not material.

Pensions

The Company has a number of trusteed noncontributory pension plans covering
substantially all full-time employees. The Company's funding policy is to
contribute amounts to the plans sufficient to meet the
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minimum funding requirements under governmental regulations, plus such
additional amounts as management may determine to be appropriate. The benefits
related to the plans are based on years of service and compensation earned
during years of employment. The Company also has a noncontributory supplemental
retirement plan for executive officers.

Other Postretire:ment and Postemployment Benefits

The Company provides certain health care and life insurance benefits for
retired employees and certain insurance and other postemployment benefits for
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individuals whose employment is terminated by the Company prior to their normal
retirement. The Company accrues the estimated cost of retiree benefit payments,
other than pensions, curing employees' active service period. Employees become
eligible for these benefits if they meet minimum age and service requirements.
The Company accounts for benefits provided after employment but before
retirement by accruing the estimated cost of postemployment benefits when the
minimum service perioc is met, payment of the benefit is probable and the amount
of the benefit can be reasonably estimated. The Company's policy is to fund
other postretirement and postemployment benefits as claims are incurred.

Environmental Expenditures

Environmental liabilities are recorded when environmental assessments
and/or remediation are probable and material and such costs to the Company can
be reasonably estimated. The Company's estimate of environmental assessment
and/or remediation costs to be incurred are based on either 1) detailed
feasibility studies of remediation approach and cost for individual sites or 2)
tha Company's estimate of costs to be incurred based on historical experience
and publicly available information, based on the stage of assessment and/or
remediation of each site. As additional information becomes available regarding
each site or as environmental remediation standards change, the Company revises
it:-s estimate of costs to be incurred in environmental assessment and/or
remediation.

Income Taxes

The Company reports income taxes in accordance with Statement of Financial
Accounting Standards No. 109 ("SFAS 109"), Accounting for Income Taxes. SFAS 109
requires the use of an asset and liability approach to measure deferred tax
asisets and liabilities resulting from all expected future tax consequences of
events that have teen recognized in the Company's financial statements or tax
returns. Additionally, SFAS 109 requires that annual taxes are to be allocated
to interim periods on the basis of the requirements of Accounting Principles
Board Opinion No. 28 ("APB 28"), Interim Financial Reporting. The reporting
requirements of APB 28 are based on the view that each interim period is an
inr.egral part of the annual period.

Because the tax year of the Company did not close in any relevant
jurisdiction on March 31, 1995, taxes were not measured on deferred tax
liabilities and assets at that time. Thus, taxes were allocated to the nine
month period ended December 31, 1995 based on an allocation of taxes for the
annual period ended December 31, 1995, in accordance with APB 28 and SFAS 109.
Deferred tax assets and liabilities were measured at December 31, 1995.

Earnings per Share

Primary earnings per share are based on the weighted average number of
shares of common stock and common stock equivalents outstanding, unless the
inclusion of common stock equivalents has an antidilutive effect on earnings per
share. Fully diluted earnings per share are not presented due to the
antidilutive effect of including all potentially dilutive common stock
equivalents.
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Financial Instruments with Off-Balance-Sheet Risk and Concentrations of Credit
Risk

The Company's financial instruments that are exposed to concentrations of
crodit risk consist primarily of cash equivalents, short-term investments and
trade receivables.

The Company's cash equivalents, short-term investments and restricted cash
represent high-quality securities placed with various high investment grade
institutions. This investment practice limits the Company's exposure to
concentrations of credit risk.

The Company's trade receivables are dispersed among a broad domestic and
international customer base; therefore, concentrations of credit risk are
limited. The Company carefully assesses the financial strength of its customers.
Letters of credit are the primary security obtained to support lines of credit.

The Company has minimal exposure to credit losses in the event of
nonperformance by the counterparties to its interest rate swap agreement,
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natural gas price swap agreements and nonderivative financial assets. The
Company does not obtai.n collateral or other security to support financial
instruments subject to credit risk but restricts such arrangements to
investment-grade counterparties.

Investments in Marketable Securities

Investments in debt and equity securities are reported at fair value except
for those investments in debt securities which management has the intent and the
ability to hold to maturity. Investments in debt securities which are
held-for-sale are classified based on the stated maturity and management's
intent to sell the securities. Unrealized gains and losses on investments in
marketable securities, except for debt securities classified as
"held-to-maturity", are reported as a separate component of stockholders'
equity.

Derivatives

The Company periodically hedges the effects of fluctuations in the price of
crude oil and natural gas through price swap agreements and futures contracts.
The Company historically has hedged no more than 50% of its U. S. gas production
although the Company anticipates it may hedge up to 90% of its U. S. gas
production during 1996.. Gains and losses on these hedges are deferred until the
related sales are recognized and are recorded as a component of sales and
operating revenues. The Company periodically enters into interest rate swap
agreements to hedge irterest on long-term debt. The gain or loss on interest
rate swaps is recognized monthly as a decrease or increase to interest expense.

Take-or-Pay Obligations

The Company records payments received for take-or-pay obligations for
unpurchased contract volumes as deferred revenue, which is included in Other
Liabilities in the consolidated balance sheet. The deferred revenue is
recognized in the inccme statement as quantities are delivered which fulfill the
take-or-pay obligation. At December 31, 1995, the Company had $12.4 million in
deferred revenue as a result of a take-or-pay payment received related to its
Indonesian operations.

NOTE TWO—MERGER

On June 8, 1995, a special meeting of the stockholders of the Company was
held to approve the Agreement of Merger ("Merger Agreement") dated February 28,
19:35, between the Company, YPF Acquisition Corp. (the "Purchaser") and YPF
Sociedad Anonima ("YPF"). The holders of the Company's common stock, $1.00 par
value per share (the "Shares"), and $4.00 Cumulative Convertible Preferred Stock
(the "$4.00 Preferred Stock") and together with the Shares, the ("Voting
Shares") approved the Merger Agreement, and the Purchaser was merged into the
Company (the "Merger") on June 8, 1995 (the "Merger Date").
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The Merger was the consummation of all transactions contemplated by the
Merger Agreement. Pursuant to the Merger Agreement, a tender offer (the "Offer")
was commenced on March 6, 1995 by the Purchaser for all the outstanding Shares
at $5.50 per Share. Pursuant to the Offer, in April 1995 the Purchaser acquired
120,000,613 Shares representing approximately 88.5% of the then-outstanding
Shares of the Company. As a result of the Merger, each outstanding Share (other
than Shares held by the Purchaser, YPF or any of their subsidiaries or in the
treasury of the Company (all of which were cancelled in the second quarter of
1995) and Shares of holders who perfected their appraisal rights under Section
262 of the Delaware General Corporation Law) was converted into the right to
receive $5.50 in cash, and YPF became the sole holder of all outstanding Shares.
Th<; Company's preferred stock, consisting of the $4.00 Preferred Stock, $2.50
Cumulative Preferred Stock ("$2.50 Preferred Stock") and $9.75 Cumulative
Convertible Preferred Stock (the "$9.75 Preferred Stock") remain outstanding.
YPF currently owns approximately 96.9% of the outstanding Voting Shares.

The total amount Df funds required by the Purchaser to acquire the entire
corimon equity interest in the Company, including the purchase of Shares pursuant
to the Offer and the payment for Shares converted into the right to receive cash
pursuant to the Merger, was approximately $762 million. On April 5, 1995 the
Purchaser entered into a credit agreement (the "Credit Agreement") with lenders
for which The Chase Manhattan Bank (National Association) ("Chase") acted as
agent, pursuant to whi:h the lenders extended to the Purchaser a credit facility
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for up to $550 million (the "Purchaser Facility"). On April 5, 1995, the
Purchaser borrowed $442 million under the Purchaser Facility and received a
capital contribution of $250 million from YPF. The Purchaser used borrowings
under the Purchaser Facility and the funds contributed to it by YPF to purchase
120,000,613 Shares pursuant to the Offer. Subsequent to the Merger, these Shares
and all other outstanding Shares vested in YPF.

During the second quarter of 1995, the Company used the purchase method to
record the acquisition of the Company by YPF. In a purchase method combination,
the purchase price is allocated to the acquired assets and assumed liabilities
based on their fair values at the date of acquisition. As a result, the assets
ami liabilities of the Company were revalued to reflect the approximate $762
million cash purchase price paid by YPF plus all liabilities assumed to acquire
the Company. The Company's oil and gas properties were assigned carrying amounts
based on their relative fair market values. In connection with the purchase
price allocation, the Company adopted Statement of Financial Accounting
Standards No. 121 ("SFAS 121"), "Accounting for the Impairment of Long-Lived
Assets and for Long-Lived Assets to be Disposed of," which requires a review of
long-lived assets for impairment whenever events or changes in circumstance
indicate that the carrying amount of the asset may not be recoverable. Under
SFAS 121, if the expected future cash flow of a long-lived asset is less than
the carrying amount of the asset, an impairment loss shall be recognized to
value the asset at its fair value. Maxus revalued its assets and liabilities on
April 1, 1995 following the provisions of SFAS 121. There was no impact on the
Company's results of operations due to the adoption of SFAS 121 during the nine
months ended Deceir.ber 31, 1995.

Following the Merger, Chase provided two additional credit facilities
aggregating $425 rr.illion: (i) a credit facility of $250 million extended to
Midgard Energy Company ("Midgard"), a wholly owned subsidiary of the Company,
and (ii) a credit facility of $175 million extended to Maxus Indonesia, Inc.
("Holdings"), a wholly owned subsidiary of the Company. The proceeds of the
loans made pursuant to these facilities were used to repay, in part, the
Purchaser Facility, which was assumed by the Company pursuant to the Merger. In
addition, the Company applied $8 million of its available cash to repay the
Purchaser Facility and used approximately $86 million of its available cash to
pay holders of Shares converted into the right to receive cash in the Merger.
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NOTE THREE--ASSET DIVESTITURES

In December 1995, the Company sold its overriding royalty interest in the
Recetor Block in Coloiriiia for $25 million. There was no gain or loss recognized
on this transaction as the sales price approximated the carrying value of the
investment in the Recetor Block.

NOTE FOUR—GEOGRAPHIC DATA

The Company is engaged primarily in the exploration for and the production
and sale of crude oil and natural gas.

Sales, operating profit and identifiable assets by geographic area were as
follows:

<TABLE>
<CAPTION>

SALES AND
OPERATING
REVENUES

NINE MONTHS
ENDED

DECEMBER
31,

1995

United States ................................................... $ 128. 9
Indonesia ....................................................... 298. 3
South America ................................................... 36.6



</TABLE>

<TABLE>
<CAPTION>

OPERATING
LOSS

NINE MONTHS
ENDED

DECEMBER
31,

1995

United States
Indonesia
South America
Other Foreign

General corporate expenses
Interest and c.ebt expenses

$ (15.
88.

(11.
(15.

46.
(5 .

(104.

1)
7
5)
9)

2
9)
9)

(64.6)

</TABLE>

<TABLE>
<CAPTION>

United States
Indonesia
South America
Other Foreign

IDENTIFIABLE
ASSETS

DECEMBER
31,
1995

$ 715.9
1,157. 1
666. 6
24.3

Corporate assets
2,563.9

152. 9

$ 2,716.8

</TABLE>

Net foreign assets were $1,296.7 million at December 31, 1995. Income from
foreign operations, al:ter applicable local taxes, was $6.9 million for the nine
months ended December 31, 1995.
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Sales to two customers for the nine months ended December 31, 1995 each
represented 10% or mo::e of consolidated sales:

<TABLE>
<CAPTION>

NINE MONTHS
ENDED

DECEMBER
31,
1995
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Mitsubishi Corporation.
Indonesian Government..

$ 49.6
102.4

</TABLE>

The Company does not believe that the loss of Mitsubishi Corporation as a
customer would adversely affect the Company's ability to market its oil and gas
pioduction. Sales to the Company's largest customer, the Indonesian Government,



arc: made primarily pursuant to long-term production sharing contracts between
the Company's Indonesian operations and the Indonesian Government. The
Indonesian Government is required to purchase a specified amount of the
Company's oil and gas production throughout the life of its operations in
Indonesia based on these contracts.

NOTE FIVE--TAXES

Income before income taxes was comprised of income (loss) from:

<TABLE>
<CAPTION>

NINE MONTHS
ENDED

DECEMBER
31,
1995

United States.
Foreign

$(125.9)
61.3

$ (64.6)

</TABLE>

The Company's provision for income taxes was comprised of the following:

<TABLE>
<CAPTION>

NINE MONTHS
ENDED

DECEMBER
31,

1995

Current
Federal
Foreign
State and local.

Deferred
Federal.
Foreign.

Provision for income taxes.

5 (7.9)
64.9
1.3

58.3

(15.2)
(34.0)

(49.2)

$ 9.1

</TABLE>
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The principal reasons for the difference between tax expense at the
statutory federal income tax rate of 35% and the Company's provision for income
t£ixes were:

<TABLE>
<CAPTION>
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NINE MONTHS
ENDED

DECEMBER
31,
1995

Tax expense (benefit) at statutory federal rate
Increase (reduction) resulting from:

Taxes on foreign income
Asset sales
Non-deductible depreciation and amortization of net purchase
price adjustments

$ (22.6)

19.8
1.5

4.4
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Valuation allowance 11.7
Audit settlements and other changes in tax position (5.0)
Other, net (.7)

Provision for income taxes $ 9.1

</TABLE>

The tax effects cf temporary differences that give rise to significant
portions of the deferred tax assets and deferred tax liabilities as of and for
the nine months ended December 31, 1995 were as follows:

<TABLE>
<CAPTION>

NINE MONTHS
ENDED

DECEMBER
31,

1995

U. S. deferred tax liabilities
Properties and equipment $ 269.1
Other. 18.6

Deferred U. S. tax liabilities 287.7

U. S. deferred tax assets
Foreign deferred taxes (139.8)
Book accruals (28.0)
Interest limitation carryforwards (16.4)
Loss car try forwards (72.7)
Credit carryforwards (19.9)
Other (.2)

Gross deferred U. S. tax assets (277.0)

Valuation allowance 87.1

Net deferred U. S. tax assets (189.9)

Net deferred U. S. taxes 97.8

Foreign deferred tax liabilities
Properties and equipment 446.5

Net deferred foreign taxes 446.5

Net deferred taxes $ 544.3

</TABLE>

As a result of an increase in U. S. net operating loss carryforwards, the
valuation allowance vcas increased $11.7 million during the nine months ended
December 31, 1995.
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At December 31, 1995, the Company had 514.4 million of general business
credit carryforwards that expire between 1996 and 2002; $207.7 million of U.S.
net operating loss carryforwards that expire from 2003 to 2010; and $5.5 million
cf minimum tax credit: that can be carried forward indefinitely.

As a result of the Merger, effective April 1, 1995, the Company's ability
to utilize its exist:.ng net operating loss carryforwards will be limited by
statute to approximately $92.0 million each year until exhausted. To the extent
certain gains are recognized in the future, the annual limitation may be
increased to the extent that the gains are built-in gains within the meaning of
the U.S. Internal Revenue Code.

There are accumulated undistributed earnings after applicable local taxes
of foreign subsidiaries of $5.7 million at December 31, 1995 for which no
provision was necessary for foreign withholding or other income taxes because
t.hat amount had been reinvested in properties and equipment and working capital



in the foreign jurisdictions.

Taxes other than income taxes were comprised of the following:

<TABLE>
<CAPTION>

NINE MONTHS
ENDED

DECEMBER
31,
1995

Gross production
Real and personal property.
Other

</TABLE>

NOTE SIX--POSTEMPLOYMI;NT BENEFITS

Pensions

The components 01: net periodic pension expense are as follows:

<TABLE>
<CAPTION>

$ 4.1
5.2
.4

$ 9.7

NINE MONTHS
ENDED

DECEMBER
31,
1995
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Service cost for benefits earned during the period.
Interest cost on projected benefit obligation
Actual return on plan assets
Net amortization and deferrals

1.4
6.5

(13.4)
7.4

1.9

</TABLE>

Plan assets are primarily invested in short-term investments, stocks and
bonds. The principal assumptions used to estimate the benefit obligations of the
plans on the measurement date, October 1, 1995, were as follows:

<TABLE>

Discount rate
Expected long-term rate of return on assets.
Rate of increase in compensation levels

7.5%
9.0%
4.5%

</TABLE>
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The funded E;tatL.s of the plans at December 31, 1995 were as follows:

<TABLE>
<CAPTION>

PLANS WITH

ACCUMULATED
BENEFITS
EXCEEDING
ASSETS

ASSETS
EXCEEDING

ACCUMULATED
BENEFITS

Actuarial present value of:
Vested benefit obligation.

Accumulated benefit obligation.

$ 111.7

$ 117.6

$ 1.1

$ 1.1
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Projected benefit obligation $ 122.6 $ 1.1
Plan assets at fair value 102.8 1.3

Plan assets (less)more than projected benefit
obligation $ (19.8) $ .2

Unrecognized net loss 10.1
Adjustment required to recognize minimum

liability (5.9)

Prepaid (accrued) pension cost $ (15.6) $ .2

</TABLE>

As a result of the Merger, the Company was required to fully accrue its
obligation for pension benefits in purchase accounting (See Note Two).
Therefore, effective Spril 1, 1995, the Company increased its balance sheet
liability to reflect any previously unrecognized gains and losses, transition
obligations and prior service costs. Additionally, several of the Company's
pension plans experienced a partial curtailment due to workforce reductions
following the Merger. The impact of the partial curtailment, which had no impact
on the Company's net periodic pension expense, reduced the Company's projected
benefit obligation by $1.1 million.

At December 31, 1995, the Company's accumulated postretirement benefit
obligation ("APBO") exceeded the plan assets. In accordance with Statement of
Financial Accounting Standards No. 87, "Employers' Accounting for Pensions," the
Company recorded a minimum pension liability of $5.9 million and a charge to
equity of $5.9 million.

In addition to the defined benefit plans, the Company has a defined
contribution plan which covers the Indonesian nationals. Employee contributions
of 2% of each covered employee's compensation are matched by the Company with a
contribution of 6% of compensation. Contributions to the plan were $.4 million
for the nine months ended December 31, 1995.

Other Postretirement Benefits

As a result of the Merger, the Company was required to fully accrue its
obligation for postretirement benefits other than pensions in purchase
accounting (See Note "wo). Therefore, effective April 1, 1995, the Company
increased its balance sheet liability by $31.7 million to reflect any previously
unrecognized gains and unrecognized transition obligation at March 31, 1995.

The components o:: net periodic postretirement benefit expense for the nine
months ended December 31, 1995 are as follows:

<TABLE>
<CAPTION>

NINE MONTHS
ENDED

DECEMBER
31,
1995

Service cost for benefits earned during the period $ .3
Interest cost on accumulated postretirement benefit
obligation 2.6

$ 2.9

</TABLE>
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The APBO as of December 31, 1995 was $46.6 million. The amount recognized
in the Company's statement of financial position at December 31, 1995 is as
follows:

<TABLE>
<CAPTION>

DECEMBER 31,
1995
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Retirees $ 39.9
Fully eligible active employees 2.3
Other active employees 4.4

Total 46.6
Unrecognized nut loss (1.6)

$ 45.0

</TABLE>

A discount rate of 7.5% was used in determining the APBO at December 31
1995. The APBO was based on a 9% increase in the medical cost trend rate, with
the rate trending downrfard .5% per year to 5% in 2003 and remaining at 5%
thereafter. This assumption has a significant effect on annual expense, as it is
estimated that a 1% increase in the medical trend rate would increase the APBO
at December 31, 1995 by $4.6 million and increase the net periodic
postretirement benefit cost by $.4 million per year.

NOTE SEVEN —FINANCIAL INSTRUMENTS

The fair value of financial instruments is determined by reference to
various market data and other valuation techniques as appropriate. Unless
otherwise disclosed, the fair value of financial instruments approximates their
recorded values.

Restricted Cash

The fair value of the Company's restricted cash, which is invested
primarily in U. S. Treasury notes, marketable securities and trust accounts, is
based on the quoted market prices for the same or similar securities at the
reporting date. The Company's gross unrealized gain on its restricted cash was
$2.3 million at December 31, 1995.

Long-Term Debt

The fair value o:: the Company's long-term debt is estimated based on the
quoted market prices ::or the same or similar issues or on the current rates
offered to the Company for debt of the same remaining maturities.

The estimated fair value of the Company's financial instruments are as
follows:

<TABLE>
<CAPTION>

DECEMBER 31, 1995

CARRYING FAIR
AMOUNT VALUE

Assets
Restricted cash, including current and long-term

portion $ 80.4 $ 82.7
Liabilities

Long-term debt, including current portion 1,295.5 1,408.7
$9.75 Preferred Stock 125.0 125.8

</TABLE>

For information on the Company's derivative financial instruments, see Note
Thirteen.
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MOTE EIGHT — RECEIVABLES

<:TABLE>
<:.CAPTION>

DECEMBER 31,
1995



Trade receivables
Notes and other receivables
Less—Allowance for doubtful receivables.

$ 101.4
41.3

_ 9

$ 141.8

</TABLE>

NOTE NINE — PROPERTIES AND EQUIPMENT

<TABLE>
<CAPTION>

DECEMBER 31,
1995

Proved properties ................................................. $ 1,597.1
Unproved properties..
Gas plants and other.

763.1
130.0

Tot£.l Oil and Gas.
Corporate

Less—Accumulated depreciation, depletion and amortization.

2,490.2
13.3

2,503.5
139.9

$2,363.6

</TABLE>

The charge against earnings for depreciation, depletion and amortization of
property and equipment: was $142.1 million for the nine months ended December 31,
1995 and the charge against earnings for maintenance and repairs, which is
included in operating expenses, was $25 million.

NOTE TEN—RESTRICTED CASH

At December 31, 1.995 the Company had $80.4 million in restricted cash, of
which $30.7 million represented collateral for outstanding letters of credit and
$7.4 million represented six months of interest on outstanding borrowings as
required by the Holdings credit agreement. Assets held in trust as required by
certain insurance policies were $42.3 million. Approximately $19.0 million of
collateral for outstanding letters of credit at December 31, 1995, was
classified as a current asset as these amounts are expected to be released
during 1996.

NOTE ELEVEN—ACCRUED LIABILITIES

<TABLE>
<CAPTION>

DECEMBER 31,
1995
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Accrued interest payable
Joint interest billings for international operations.
Merger reserve
Environmental reserve
Overlift payable
Postretiremen: and postemployment benefits
Accrued compensation, benefits and withholdings
Other

</TABLE>
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NOTE TWELVE—LONG-TERM DEBT AND CREDIT ARRANGEMENTS

<TABLE>
«:APTION>

24.2
41.7
31.4
28.5
6.6
4.5
8.1

28.4

$ 173.4

DECEMBER 31, 1995



FACE
VALUE

Senior Indebtedness
Sinking Fund Debentures

11 :./4% due 2013, effective rate

11 :./2% due 2001-2015, effective rate

8 1/2% due 1998-2008,
12.60%

effective rate

Notes
9 7/8% due 2002,
9 1/2% due 2003,
9 3/8% due 2003,

Medium-term notes .......
Bank and other loans....
Midgard Credit Facility.
Holdings Credit Facility
Advances from parent. . . .

effective rate 12.26%....
effective rate 12.22%
effective rate 12.03%

Total senior
indebtedness.

Less—current portion

$1,370.4

UNAMORTIZED
DISCOUNT

$ 16.

109.

93.

247.
100.
260.
144.

250.
175.

6.

1 ,404 .
34.

9

6

8

8
0
0
9
1
0
0
6

7
3

$ 2.

15.

17.

26.
12.
34.

109.

.5

,0

,7

.7
,7
,5
.1

, 2

$ 109.2
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CARRYING
VALUE

</TABLE>

As a result of the Merger, the Company was required to revalue its
outstanding debt to market value. Consequently, the Company reduced the carrying
arrount of its debt by recording $115.1 million of unamortized discount on April
1, 1995. Total debt outstanding at April 1, 1995 of $1,295.4 million, as
included in the accompanying unaudited balance sheet, reflected the unamortized
discount. For the nine months ended December 31, 1995 $5.9 million of discount
amortization was included as a component of interest expense.

The aggregate maturities of long-term debt outstanding at December 31,
1995, for the next five years will be as follows:

<TABLE>

14 .4

9 4 . 6

76.1

221.1
87.3

225.5
144.8

.1
250.0
175.0

6.6

1,295.5
34.3

$1,261.2

1996.
1997.
1998.
1999.
2000.

</TABLE>

$34.3
89.1
95.5
76.5
74.0

At December 31, 1995, the Company had $144.8 million of medium-term notes
outstanding, which were issued in prior years, with maturities from 1996 to 2004
and annual interest rates ranging from 7.57% to 11.08%.

The Company maintains a $25.0 million uncommitted credit facility (the
"credit facility"!, which is used for the issuance of documentary or standby
letters of credit and/or the payment of shipping documents. The credit facility
can be secured by cash or the accounts receivable which are financed through the
letters of credit. At December 31, 1995, there were $13.8 million of cash
collateralized letter:; of credit outstanding under this credit facility.

F-50
<PAGE> 97

MAXUS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(CONTINUED)

Total interest and debt expenses incurred, including capitalized interest,
were as follows:

<TABLE>
<CAPTION>

NINE MONTHS
ENDED

DECEMBER
31,
1995
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Interest and debt expenses $ 104.9
Capitalized interest 1.4

$ 106.3

</TABLE>

CREDIT FACILITIES

On April 5, 1995, the Company borrowed $442 million under the Purchaser
Facility (See Note Two) and received a capital contribution of $250 million from
YPF. The Purchaser used borrowings under the Purchaser Facility and the funds
contributed to it by YPF to purchase 120,000,613 Shares pursuant to the Offer.

Pursuant to a commitment letter from Chase, Chase provided two additional
credit facilities aggregating $425 million: (i) a. credit facility of $250
million extended to Midgard Energy Company ("Midgard"), a wholly owned
subsidiary of the Company and (ii) a credit facility of $175 million extended to
Maxus Indonesia, Inc. ("Holdings"), a wholly owned subsidiary of the Company.
The proceeds of these loans were used to repay in part, the Purchaser Facility,
which was assumed by the Company. In addition, the Company applied $8 million of
its available cash to repayment of the Purchaser Facility. The Company
capitalized $16.8 million of debt issue costs during 1995 in connection with the
Midgard and Holdings credit facilities. These costs are recorded as deferred
charges and amortized over the terms of the related borrowings. For the nine
months ended December 31, 1995 $1.2 million of debt issue costs amortization was
included as a component of interest expense.

Midgard Facility. Approximately $250 million of the loans under the
Purchaser Facility were repaid on June 8, 1995 with funds provided to the
Company by Midgard. Midgard provided these funds from the proceeds of a $250
million loan (the "Midgard Loan") extended to it pursuant to a credit agreement
(the "Midgard Facility") entered into on such date. In addition, approximately
$8 million of the loans outstanding under the Purchaser Facility, including
accrued interest on the Purchaser Facility loans, were repaid on June 8, 1995
utilizing cash held by the Company.

The Midgard loan, which was made in a single drawing, will mature on
December 31, 2003 and will be repaid in up to 28 consecutive equal quarterly
installments commencing on March 31, 1997, subject to semi-annual borrowing base
redeterminations. At December 31, 1995, the borrowing base for the Midgard
Facility was $250 million. The borrowing base is subject to redetermination on
April 1, 1996. At Midgard's option, the interest rate applicable to the Midgard
Loan will be, until March 31, 1997, either (i) the one-, two- or three-month
London Interbank Offered Rate ("LIBOR") plus a margin of 1 3/4% or (ii) the Base
Rate (as defined in the Midgard Facility) plus a margin of 3/4% and,
thereafter, either (iii) the one-, two- or three-month LIBOR plus a margin of
2 1/4% or (iv) the Base Rate plus a margin of 1 1/4%. At December 31, 1995, the
interest rate on the Midgard Facility based on the one-month LIBOR plus 1 3/4%
was 7.6875%. The Midgs.rd Loan is not secured but is guaranteed by YPF and the
Company. The agreement evidencing the Midgard Loan contains, among other things,
a negative pledge on all assets of Midgard, subject to customary exceptions. It
is anticipated that the Midgard Loan will be repaid with funds generated by
Midgard's business operations.

Holdings Facility. Approximately $175 million of the Purchaser Facility was
repaid with funds provided on June 16, 1995 to the Company by Holdings. Holdings
provided these funds from the proceeds of a $175 million loan (the "Subsidiaries
Loan") extended to it pursuant to a credit agreement (the "Holdings Facility")
entered into on such date.
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The Subsidiaries Loan, which was made in a single drawing on June 16, 1995,
will mature on December 31, 2002 and will be repaid in up to 24 consecutive
equal quarterly installments commencing on March 31, 1997, subject to
serai-annual borrowing base redeterminations. At December 31, 1995, the borrowing
ba;;e for the Holdings Facility was $175 million. The borrowing base is subject
to redetermination on April 1, 1996. At the option of Holdings, the interest
rates applicable to the Subsidiaries Loan will be, until March 31, 1997, either
(i] the one-, two- or three-month LIBOR plus a margin of 2 1/4% or (ii) the Base
Rate (as defined in the Holdings Facility) plus a margin of 1 1/4% and,
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thereafter, either (iii) the one-, two- or three-month LIBOR plus a margin of
2 3/4% or (iv) the Base Rate plus a margin of 1 3/41. At December 31, 1995, the
interest rate on the Holdings Facility based on the one-month LIBOR plus 2 1/4%
was 8.125*. The Subsidiaries Loan to Holdings is secured by the stock of Maxus
Northwest Java, Inc. ("Java") and Maxus Southeast Sumatra, Inc. ("Sumatra")
(collectively, the "Holdings Subsidiaries") and by the interest of Holdings,
Java and Sumatra in certain accounts maintained at Chase into which the proceeds
of sales of hydrocarbons are to be deposited, and is guaranteed by Java,
Sumatra, YPF and the Company. The agreement evidencing the Subsidiaries Loan
contains a negative pledge on all of the other assets of Holdings, subject to
customary exceptions. It is anticipated that the Subsidiaries Loan will be
repaid with funds generated by the Holdings Subsidiaries' business operations.

Each of the Midgard Facility and the Holdings Facility contains restrictive
covenants including limitations upon the sale of assets, mergers and
consolidations, the creation of liens and additional indebtedness, investments,
dividends, the purchase or repayment of subordinated indebtedness, transactions
with affiliates and modifications to certain material contracts. The obligors
under the Midgard Facility and the Holdings Facility may not permit (a)
consolidated tangible net worth to be less than $200 million, in the case of the
Midgard Facility, or 5350 million, in the case of the Holdings Facility, plus
(or minus), in the case of Midgard, the amount of any adjustment in the book
value of assets or, in the case of Holdings, "70% of the amount of any adjustment
to net worth, resulting from the merger of YPF Acquisition Corp. into the
Company, (b) the ratio of consolidated cash flow to consolidated debt service to
be less than 1.1 to 1.0 at the end of any fiscal quarter and (c) the ratio of
consolidated cash flow to consolidated interest expense to be less than 1.25 to
1.0 at the end of any fiscal quarter. In addition, mandatory prepayments of the
loans under the Midgard Facility and the Holdings Facility may be required in
connection with certain asset sales and casualty losses, upon the issuance of
subordinated indebtedness and in 1996 and in each year thereafter if, after
semi-annual review, the agent and the lenders determine that a borrowing base
deficiency exists. No borrowing base deficiencies existed at December 31, 1995.

The guaranty by Maxus of the obligation under the Midgard Facility (the
"Midgard Guaranty") and under the Holdings Facility (the "Subsidiaries
Guaranty") contains restrictions upon mergers and consolidations, the creation
of liens and the business activities in which Maxus and its subsidiaries may
engage. In addition, Midgard, in the case of the Midgard Guaranty, and Holdings
and its subsidiaries, in the case of the Subsidiaries Guaranty, are required to
be wholly owned subsidiaries of Maxus, except to the extent YPF or a subsidiary
of YPF (other than Maxus or a subsidiary of Maxus) makes capital contributions
to Midgard or Holdings or one of Holdings subsidiaries, as the case may be.

Keepwell Covenant

Pursuant to the Merger Agreement, in the event that the Company is unable
to meet its obligations as they come due, whether at maturity or otherwise,
including, solely for the purposes of this undertaking, dividend and redemption
payments with respect to the $9.75 Preferred Stock, the $2.50 Preferred Stock
arid the $4.00 Preferred Stock, YPF has agreed to capitalize the Company in an
amount necessary to permit the Company to meet such obligations; provided that
YE'F's aggregate obligation will be: (i) limited to the amount of debt service
obligations under the Purchaser Facility, the Midgard Facility and the Holdings
Facility and (ii) reduced by the amount, if any, of capital contributions by YPF
to the Company after ':he Merger Date and by the amount of the net proceeds of
any sale by the Company of common stock or
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nonredeemable preferred stock after the Merger Date. The foregoing obligations
of YPF (the "Keepwell Covenant") will survive until June 8, 2004. YPF has made
no capital contributions under the Keepwell Covenant as of December 31, 1995. In
addition, YPF has guaranteed the Company's outstanding debt as of the Merger
Date, the principal amount of which was approximately $976 million. The debt
covered by the YPF guarantee includes the Company's outstanding 11 1/4%, 11 1/2%
and 8 1/2% Sinking Fund Debentures, its outstanding 9 "7/8%, 9 1/2% and 9 3/8%
Notes, and its outstanding medium-term notes. YPF has also guaranteed the
payment and performance of the Company's obligations to the holders of its $9.75
Pieferred Stock.

Advances from Parent

Based on 1996 projections, the Company anticipates that YPF will make
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capital contributions of approximately $200 million to $250 million under the
Keepwell Covenant during 1996. At December 31, 1995, the Company had $6.6
million outstanding of advances from its parent, YPF, which is included in long-
term debt.

The Company and YPF intend to enter into a loan agreement during 1996 to
facilitate short-term loans by YPF to the Company and short-term loans by the
Company to YPF of excess cash balances. It is expected that loans will be made
by the parties under the loan agreement during 1996; however, the number and
amounts thereof are not presently known.

NCTE THIRTEEN — DERIVATIVE FINANCIAL INSTRUMENTS

The Company's only derivative financial instruments are natural gas price
swap agreements and crude oil and natural gas futures contracts, which are not
used for trading purposes. During the nine-month period ended December 31, 1995,
the Company unwound its sole interest rate swap agreement and recorded a $2.4
million final settlement gain in other revenues. The Company also received a
$4.5 million termination payment, which has been deferred.

Natural Gas Price Swap Agreements

Under the price swap agreements used to hedge fluctuations in the price of
natural gas, the Company receives or makes payments based on the differential
between the Company's specified price and the counterparty's specified price of
natural gas. Depending on the agreement, the Company pays a fixed or variable
price per million British Thermal Units ("Mmbtu") and receives a fixed or
variable price per Mmbtu. During the nine months ended December 31, 1995, the
Company had swap agreements with other companies to exchange payments on 10.7
million Mmbtu of gas. Under these swap agreements, the Company paid fixed or
variable prices averaging $1.68 per Mmbtu and received fixed or variable prices
averaging $1.53 per Mribtu. Gross losses realized on these swap agreements of
$2.1 million were partially offset by gross gains of $0.5 million resulting in a
net loss of $1.6 million during the nine months ended December 31, 1995.

As of December 3'.., 1995, the Company has outstanding price swap agreements
with other companies to exchange payments on 5.5 million Mmbtu of gas during the
first quarter of 1996. Under these swap agreements, the Company will pay
variable prices averaging $2.00 per Mmbtu and receive fixed prices averaging
$1.74 per Mmbtu resulting in gross unrealized losses of $1.4 million based on
gas sales prices at period end. Actual gains and losses realized upon settlement
of these price swap agreements will depend upon the variable prices received at
the time of settlement.

Natural Gas and Crude Oil Futures Contracts

Under the natural, gas futures contracts used to hedge fluctuations in the
price of natural gas, the Company receives or makes payments based on the
differential between the selling price and the settlement price per Mmbtu.
During the nine months ended December 31, 1995, the Company settled futures
contracts
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with other companies on 4.9 million Mmbtu of gas. Under these futures contracts,
the Company received selling prices averaging $1.71 per Mmbtu and paid
settlement prices averaging $1.70 per Mmbtu. Realized gross gains and losses on
these futures contracts were immaterial.

As of December 31, 1995, the Company had outstanding futures contracts with
ot.her companies to sell 3.6 million Mmbtu of gas. Under these futures contracts,
the Company will receive selling prices averaging $2.01 per Mmbtu and pay
settlement prices averaging $2.76 per Mmbtu resulting in gross unrealized losses
of $2.7 million based on gas prices at period end. Actual gains and losses
realized upon expiration of these futures contracts will depend upon the
settlement prices.

Under the crude oil futures contracts used to hedge fluctuations in the
pi ice of crude oil, the Company receives or makes payments based on the
differential between :he selling price and the settlement price per barrel.
During the nine-month period ended December 31, 1995, crude oil volumes hedged
under these futures contracts were insignificant as were gross unrealized gains
and losses. The Company had no open crude oil futures contracts at December 31,
1995.
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NOTE FOURTEEN — PREFERRED STOCK

The Company has the authority to issue 100,000,000 shares of Preferred
Stock, $1.00 par value. The rights and preferences of shares of authorized but
unissued Preferred Stock are established by the Company's Board of Directors at
the time of issuance.

$9.75 Cumulative Convertible Preferred Stock

In 1987, the Company sold 3,000,000 shares of $9.75 Preferred Stock. Since
such time, the Company has entered into various agreements, most recently on
June 8, 1995, with the sole holder of the $9.75 Preferred Stock pursuant to
which, among other th:.ngs, the Company has repurchased 500,000 shares and the
parties have waived or amended various covenants, agreements and restrictions
relating to such stock. Currently, 1,250,000 shares of $9.75 Preferred Stock are
outstanding, each receiving an annual cash dividend of $9.75. In addition,
375,000 of such shares (the "Conversion Waiver Shares") each receive an
additional quarterly cash payment of $.25 ($.50 in certain circumstances). For
the twelve month period commencing February 1, 1996, each share of the $9.75
Preferred Stock has a liquidation value of $100.00 ($125.0 million in the
aggregate) plus accrued dividends. Since February 1, 1994, the stock has been
subject to mandatory redemption at the rate of 625,000 shares per year. The
$9.75 Preferred Stock currently is neither convertible by the holder nor
redeemable at the Company's option and has no associated registration rights.
The $9.75 Preferred Stock entitles the holder to vote only on certain matters
separately affecting such holder, and the $9.75 Preferred Stock other than the
Conversion Waiver Shares entitles the holder to elect one individual to the
Board of Directors of the Company. In addition, pursuant to the June 8, 1995
agreement, the holder of the $9.75 Preferred Stock waived previously granted
rights to approve cert.ain "self-dealing" transactions and certain financial
covenants pertaining to the Company, and the Company waived its right of first
offer with respect to the transfer of the $9.75 Preferred Stock and certain
transfer restrictions on such stock.

$4.00 Cumulative Convertible Preferred Stock

Each outstanding share of $4.00 Preferred Stock is entitled to one vote, is
convertible at any time into shares of the Company's Common Stock (2.29751
shares at December 31, 1995), is entitled to receive annual cash dividends of
$4.00 per share, is callable at and has a liquidation value of $50.00 per share
($217.8 million in the aggregate at December 31, 1995) plus accrued but unpaid
dividends, if any.
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?2.50 Cumulative Preferred Stock

Each outstanding share of the $2.50 Preferred Stock is entitled to receive
annual cash dividends of $2.50 per share, is callable after December 1, 1998 at
and has a liquidation value of $25.00 per share ($87.5 million in the aggregate
at December 31, 1995) plus accrued but unpaid dividends, if any.

The holders of the shares are entitled to limited voting rights under
certain conditions. In the event the Company is in arrears in the payment of six
quarterly dividends, the holders of the $2.50 Preferred Stock have the right to
elect two members to the Board of Directors until such time as the dividends in
arrears are current and a provision is made for the current dividends due.

NOTE FIFTEEN—COMMON STOCK

<TABLE>
<CAPTION>

SHARES AMOUNT

April 1, 1995 135,897,899 $135.9
Employee Shareholding and Investment Plan 18, 182
Cancellation of treasury shares (306,307) (.3)
Fractional shares exchanged for cash (2)

December 31, 1995.

</TABLE>

135,609,772 $135.6
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Pursuant to the offer in April 1995, YPF acquired 120,000,613 shares of
Maxus Common Stock at S5.50 per Share representing 88.5% of the then-outstanding
Shares of the Company. As a result of the Merger, each outstanding Share (other
than Shares held by YPF or any of their subsidiaries or in the treasury of the
Company, all of which were cancelled in the second quarter of 1995, and Shares
of holders who perfected their appraisal rights under Section 262 of the
Delaware General Corporation Law) was converted into the right to receive S5.50,
and accordingly, the Company's common stock ceased to be publicly traded. (See
Note Two).

At December 31, ].995, there were 10.0 million shares of Common Stock
reserved for issuance upon conversion of Preferred Stock. However, since the
Company's Common Stock is not publicly traded, there would be no market for the
common shares.

In 1992, Kidder, Peabody & Co. Incorporated purchased eight million
warrants from the Company. Each warrant represents the right to purchase one
share of the Company':; Common Stock at $13.00 per share at any time prior to the
expiration of the warrants on October 10, 1997.

The Company has an Employee Shareholding and Investment Plan ("ESIP") which
allows eligible participating employees to contribute a certain percentage of
their salaries (1%-lOfc) to a trust for investment in any of five funds. Prior to
the Merger employees could also invest in a fund consisting of the Company's
Common Stock. However, the Maxus Energy Stock Fund was eliminated from the ESIP
plan effective April .̂9, 1995. The Company matches the participating employees
contributions to the KSIP (up to 6% of base pay). Such matching contribution is
charged against earnings and prior to April 19, 1995, was invested in the ESIP
fund which consisted of the Company's Common Stock. Subsequent to April 19,
IS'95, the Company's matching contribution is invested in any of five funds as
directed by the employee. For the nine months ended December 31, 1995, the
charge against earnings for the Company's contribution was $1.7 million.
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NOTE SIXTEEN — PAID-IN CAPITAL AND ACCUMULATED DEFICIT

<TABLE>
<CAPTION>

PAID-IN
CAPITAL

ACCUMULATED
DEFICIT

April 1, 1995
Net loss
Dividend.5 on Preferred Stock
Cancellation of treasury shares
Employee Shareholding and Investment Plan.
Restricted stock

$ 118.2

(9.2)
(3.2)
. 1

(.1)

December 1, 1995 $ 105.8

</TABLE>

NOTE SEVENTEEN — UNREALIZED GAIN ON INVESTMENT IN MARKETABLE SECURITIES

The amortized cost and estimated fair value of marketable securities at
December 31, 1995 are as follows:

<TABLE>
<CAPTION>

$ (73.7)

$ (73.7)

GROSS
AMORTIZED UNREALIZED MARKET
COST GAINS VALUE

</TABLE>

He Id- to -maturity:
Corporate and other debt securities $ 108.4 $2.3

At December 31, 1995, securities categorized as held-to-maturity are
included in cash equivalents, short-term investments and short- and long-term
restricted cash.

$110.7
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<TABLE>
<CAPTION>

SHARES AMOUNT

April 1, 1995 (310,535) $(3.6)
Restricted Stock (5, 660)
Director Stock Compensation Plan 9,888 .1
Cancellat ion of Treasury Shares 306, 307 3 . 5

December 31, 1995.

</TABLE>

See Note Two.

NOTE NINETEEN—STOCK OPTIONS

Two plans, a Long-Term Incentive Plan and a Director Stock Option Plan,
were approved by the stockholders in 1992. The Company's 1986 and 1992 Long-Term
Incentive Plans (the "Incentive Plans"), administered by the Compensation
Committee of the Board of Directors, permit the grant to officers and certain
key employees of stock options, stock appreciation rights ("SARs"), performance
units and awards of Common Stock or other securities of the Company on terms and
conditions determined by the Compensation Committee of the Board of Directors.

The Director Stock Option Plan became effective on September 1, 1992. Under
this plan, non-employee directors received options to purchase shares of Common
Stock on the effective date of the plan. Thereafter, upon initial election or
re-election of a non-employee director at an annual meeting, the non-employee
directors automatically received options to purchase shares of Common Stock. The
plan terminated on June 7, 1995.
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The grant or exercise of an option does not result in a charge against the
Company's earnings because all options have been granted at exercise prices
approximating the market value of the stock at the date of grant. However, any
excess of Common Stock market price over the option price of options, which
includes SARs, does result in a charge against the Company's earnings; a
subsequent decline in market price results in a credit to earnings, but only to
a maximum of the earnings charges incurred in prior years on SARs.

Stock option activity was as follows:

<TABLE>
<CAPTION>

DECEMBER 31,
1995

Outstanding a': April 1.
Cancelled
Surrendered

Outstanding a~ December 31

Available for future grants at December 31

Performance units held for vesting at December 31.

</TABLE>

2, 190, 573
(16, 133)

(2, 174,440)

3,789,124

27,640

There will be no further grants of stock options, restricted stock or
performance units subsequent to April 1, 1995 under the Company's Long-Term
Incentive Plans. Effective upon the Merger, all stock options and restricted
stock outstanding under Company-sponsored incentive plans were surrendered to
the Company. The Company anticipates replacing the Long-Term Incentive Plans in
11196.

In 1993, the Company issued performance units under the 1992 Long-Term
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Incentive Plan. The performance unit entitles the grantee to the value of a
share of Common Stock contingent upon the performance of the Company compared to
a selected group of peer companies. The value of the performance unit is
amortized over the vesting period based on a weighted probability of expected
payout levels. There was no earnings activity related to performance units for
the nine months period ended December 31, 1995 as outstanding performance units
had no value.

NOTE TWENTY — LEASES

The Company leases certain machinery and eguipment, facilities and office
space under cancelable and noncancelable operating leases, most of which expire
within 20 years and may be renewed.

Minimum annual rentals for non-cancelable operating leases at December 31,
1S95, were as follows:

<TABLE>

1996 ......... ....................................................... $ 39.9
1997 ......... ....................................................... 27 .9
1998 .......... ...................................................... 18.9
1999 ................................................................ 15.7
2000 ......... ...................................................... 11.3
December 31, '.'.001 and thereafter .................................... 63.2

$176.9

</TABLE>

Minimum annual rentals have not been reduced by minimum sublease rentals of
$36.9 million due in the future under noncancelable subleases.
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Rental expense for operating leases was as follows:

<TABLE>
<CAPTION>

NINE MONTHS
ENDED

DECEMBER
31,

1995

Total rentals $44.1
Less—Sublease rental income 2.1

Rental expense $42 . 0

</TABLE>

NCTE TWENTY-ONE—RELATED PARTY TRANSACTIONS

A director of the Company, who is also a member of the Audit Committee of
the Board of Director;:, is a partner in a law firm which provides legal services
tc the Company. Fees Tor such services amounted to $3.2 million during 1995.
Additionally, the Company has $6.6 million outstanding in advances from its
parent, YPF.

NOTE TWENTY-TWO—COMMITMENTS AND CONTINGENCIES

Federal, state arid local laws and regulations relating to health and
environmental quality in the United States, as well as environmental laws and
regulations of other countries in which the Company operates, affect nearly all
of the operations of the Company. These laws and regulations set various
standards regulating certain aspects of health and environmental quality,
provide for penalties and other liabilities for the violation of such standards
and establish in certain circumstances remedial obligations. In addition,
especially stringent neasures and special provisions may be appropriate or
required in environmentally sensitive foreign areas of operation, such as those
in Ecuador.
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Many of the Company's United States operations are subject to requirements

of the Safe Drinking Water Act, the Clean Water Act, the Clean Air Act (as
amended in 1990), the Occupational Safety and Health Act, the Comprehensive
Environmental Response, Compensation and Liability Act of 1980, as amended
("CERCLA"), and other federal, as well as state, laws. Such laws address, among
other things, limits on the discharge of wastes associated with oil and gas
operations, investigation and clean-up of hazardous substances, and workplace
safety and health. In addition, these laws typically require compliance with
associated regulations, and permits and provide for the imposition of penalties
for noncompliance. The Clean Air Act Amendments of 1990 may benefit the
Company's business by increasing the demand for natural gas as a clean fuel.

The Company believes that its policies and procedures in the area of
pollution control, product safety and occupational health are adequate to
prevent unreasonable risk of environmental and other damage, and of resulting
financial liability, in connection with its business. Some risk of environmental
and other damage is, however, inherent in particular operations of the Company
and, as discussed below, the Company has certain potential liabilities
associated with former operations. The Company cannot predict what environmental
legislation or regulations will be enacted in the future or how existing or
future laws or regulations will be administered or enforced. Compliance with
more stringent laws 01 regulations, as well as more vigorous enforcement
policies of the regulatory agencies, could in the future require material
expenditures by the Ccmpany for the installation and operation of systems and
equipment for remedial measures and in certain other respects. Such potential
expenditures cannot be reasonably estimated.

In connection with the sale of the Company's former chemical subsidiary,
Diamond Shamrock Chemicals Company ("Chemicals"), to Occidental Petroleum
Corporation ("Occidental") in 1986, the Company agreed to indemnify Chemicals
and Occidental from and against certain liabilities relating to the business or
activities of Chemicals prior to the September 4, 1986 closing date (the
"Closing Date"),
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including certain environmental liabilities relating to certain chemical plants
and waste disposal sites used by Chemicals prior to the Closing Date.

In addition, the Company agreed to indemnify Chemicals and Occidental for
50'S of certain environmental costs incurred by Chemicals for which notice is
given to the Company within 10 years after the Closing Date on projects
involving remedial activities relating to chemical plant sites or other property
usod in the conduct of the business of Chemicals as of the Closing Date and for
any period of time following the Closing Date, with the Company's aggregate
exposure for this cost sharing being limited to 575 million. The total expended
by the Company under this cost sharing arrangement was about $39 million as of
December 31, 1995. Occidental Chemical Corporation ("OxyChem"), a subsidiary of
Occidental, and Henkel Corporation ("Henkel"), an assignee of certain of
Occidental's rights and obligations, have filed a declaratory judgment action in
Texas state court with respect to the Company's agreement in this regard (see
"Legal Proceedings") .

In connection with the spin-off of Diamond Shamrock R&M, Inc., now known as
Diamond Shamrock, Inc. ("DSI"), in 1987, the Company and DSI agreed to share the
costs of losses (other than product liability) relating to businesses disposed
of prior to the spin-off, including Chemicals. Pursuant to this cost-sharing
agreement, the Company bore the first $75 million of such costs and DSI bore the
next $37.5 million. Under the arrangement, such ongoing costs are now borne
onethird by DSI and two-thirds by the Company. This arrangement will continue
until DSI has borne an additional $47.5 million, following which such costs will
be borne solely by the Company. As of December 31, 1995, DSI's remaining
responsibility is approximately $8 million and is included in accounts
receivable in the accompanying balance sheet.

During the nine months ended December 31, 1995, the Company spent ?5
million in environmental related expenditures in its oil and gas operations.
Expenditures for the full year 1996 are expected to be approximately $8 million.

For the nine months ended December 31, 1995, the Company's total
expenditures for environmental compliance for disposed of businesses, including
Chemicals, were approximately $30 million, $9 million of which was recovered
from DSI under the above described cost-sharing agreement. Those expenditures
are> projected to be approximately $23 million for the full year 1996 after
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recovery from DSI under such agreement.

At December 31, i.995, reserves for the environmental contingencies
discussed herein totaled $119 million. Management believes it has adequately
reserved for all environmental contingencies which are probable and can be
reasonably estimated; however, changes in circumstances could result in changes,
including additions, to such reserves in the future.

The insurance companies that wrote Chemicals' and the Company's primary and
excess insurance during the relevant periods have to date refused to provide
coverage for most of Chemicals' or the Company's cost of the personal injury and
property damage claims related to environmental claims, including remedial
activities at chemical plant sites and disposal sites. In two actions filed in
New Jersey state court:, the Company has been conducting litigation against all
of these insurers for declaratory judgments that it is entitled to coverage for
certain of these claims. In 1989, the trial judge in one of the New Jersey
actions ruled that: there is no insurance coverage with respect to the claims
related to the Newark plant (discussed below). The trial court's decision was
upheld on appeal and that action is now ended. The other suit, which is pending,
covers disputes with respect to insurance coverage related to certain other
environmental matters.

Newark, New Jersey. A consent decree, previously agreed upon by the U.S.
Environmental Protection Agency (the "EPA"), the New Jersey Department of
Environmental Protection and Energy (the "DEP") and Occidental, as successor to
Chemicals, was entered in 1990 by the United States District Court of New Jersey
and requires implementation of a remedial action plan at Chemicals' former
Newark, New Jersey agricultural chemicals plant. Engineering for such plan,
which will include an engineering estimate of the cost of construction, is
progressing. Construction is expected to begin in 1997, cost approximately $22
million and
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take three to four years to complete. The work is being supervised and paid for
by the Company pursuant to its above described indemnification obligation to
Occidental. The Company has fully reserved the estimated costs of performing the
remedial action plan and required ongoing maintenance costs.

Studies have indicated that sediments of the Newark Bay watershed,
including the Passaic River adjacent to the plant, are contaminated with
hazardous chemicals from many sources. Studies performed by the Company and
others suggest that contaminants historically discharged by the Newark plant are
buried under several feet of more recent sediment deposits and are not moving.
The Company, on behalf of Occidental, negotiated an agreement with the EPA under
which the Company is conducting further testing and studies to characterize
contaminated sediment in a six-mile portion of the Passaic River near the plant
site. The Company currently expects such testing and studies to be completed in
1939 and cost from $4 million to $6 million after December 31, 1995. The Company
has reserved its estimate of the remaining costs to be incurred in performing
these studies as of December 31, 1995. The Company has been conducting similar
studies under its own auspices for several years. Until these studies are
completed and evaluated, the Company cannot reasonably forecast what regulatory
program, if any, will be proposed for the Passaic River or the Newark Bay
watershed and therefore cannot estimate what additional costs, if any, will be
required to be incurred.

Hudson County, New Jersey. Until 1972, Chemicals operated a chromium ore
processing plant at Kearny, New Jersey. According to the DEP, wastes from these
on; processing operations were used as fill material at a number of sites in
Hudson County.

As a result of negotiations between the Company (on behalf of Occidental)
and the DEP, Occidental signed an administrative consent order with the DEP in
1990 for investigation and remediation work at certain chromite ore residue
sites in Kearny and Secaucus, New Jersey. The work is being performed by the
Company on behalf of Occidental, and the Company is funding Occidental's share
of the cost of investigation and remediation of these sites and is currently
providing financial assurance for performance of the work in the form of a
self-guarantee in the amount of $20 million subject to the Company's continuing
ability to satisfy certain financial tests specified by the State. This
financial assurance may be reduced with the approval of the DEP following any
annual cost review. While the Company has participated in the cost of studies
and is implementing interim remedial actions and conducting remedial
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investigations and feasibility studies, the ultimate cost of remediation is
uncertain. The Company anticipates submitting its investigation and feasibility
reports to the DEP in late 1996 or 1997. The results of the DEP's review of
these reports could impact the cost of any further remediation that may be
required. The Company has reserved its best estimate of the remaining cost to
perform the investigations and remedial work as being $50 million at December
31, 1995. In addition, the DEP has indicated that it expects Occidental and the
Company to participate with the other chromium manufacturers in the funding of
certain remedial activities with respect to a number of so-called "orphan"
chrome sites located :.n Hudson County, New Jersey. Occidental and the Company
haxre declined participation as to those sites for which there is no evidence of
the presence of residue generated by Chemicals. The Governor of New Jersey
issued an Executive Order requiring state agencies to provide specific
justification for any state requirements more stringent than federal
requirements. The DEP has indicated that it may be revising its soil action
level upwards towards the higher soil screening levels proposed by the EPA in
1994.

Painesville, Ohio. From about 1912 through 1976, Chemicals operated
manufacturing faciliti.es in Painesville, Ohio. The operations over the years
involved several discrete but contiguous plant sites over an area of about 1,300
acres. The primary area of concern historically has been Chemicals' former
chromite ore processing plant (the "Chrome Plant"). For many years, the site of
the Chrome Plant has been under the administrative control of the EPA pursuant
to an administrative consent order under which Chemicals is required to maintain
a clay cap over the site and to conduct certain ground water and surface water
monitoring. Many other sites have previously been clay-capped and one specific
site, which was a waste disposal site from the mid-1960s until the 1970s, has
been encapsulated and is being controlled and monitored.
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In September 1995, the Ohio Environmental Protection Agency (the "OEPA") issued
its Directors' Final Findings and Order (the "Director's Order") by consent
ordering that a remedial investigation and feasibility study (the "RIFS") be
conducted at the former Painesville plant area. The Company has agreed to
participate in the RIFS as required by the Director's Order. It is estimated
that the total cost of performing the RIFS will be $3 million to $5 million over
the next three years. In spite of the many remedial, maintenance and monitoring
activities performed, the former Painesville plant site has been proposed for
listing on the National Priority List under CERCLA; however, the EPA has stated
that the site will not be listed so long as it is satisfactorily addressed
pursuant to the Director's Order and OEPA's programs. The Company has accrued
the estimate of its share of the cost to perform the RIFS. The scope and nature
of any further investigation or remediation that may be required cannot be
determined at this tiir.e; however, as the RIFS progresses, the Company will
continuously assess the condition of the Painesville plant site and make any
changes, including additions, to its reserve as may be required.

Other Former Plant Sites. Environmental remediation programs are in place
at all other former plant sites where material remediation is required in the
opinion of the Coirpany. Former plant sites where remediation has been completed
ar£ being maintained and monitored to insure continued compliance with
applicable laws and regulatory programs. The Company has reserved $6 million at
December 31, 1995, related to these sites, none of which are individually
material.

Third Party Sites. Chemicals has also been designated as a potentially
responsible party ("PRP") by the EPA under CERCLA with respect to a number of
third party sites, primarily off of Chemicals' properties, where hazardous
substances from Chemicals' plant operations allegedly were disposed of or have
corae to be located. Numerous PRPs have been named at substantially all of these
sizes. At several of these, Chemicals has no known exposure. Although PRPs are
almost always jointly and severally liable for the cost of investigations,
cleanups and other response costs, each has the right of contribution from other
PRPs and, as a practical matter, cost sharing by PRPs is usually effected by
agreement among them. Accordingly, the ultimate cost of these sites and
Chemicals' share of the costs thereof cannot be estimated at this time, but are
not expected to be material except possibly as a result of the matters described
below.

1. Fields Brook; Ashtabula, Ohio. At the time that Chemicals was sold to
Occidental, Chemicals operated a chemical plant at Ashtabula, Ohio which is
adjacent to Fields Brook. Occidental has continued to operate the Ashtabula
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plant. In 1986, Chemicals was formally notified by the EPA that it was a PRP for
the Fields Brook site. The site is defined as Fields Brook, its tributaries and
surrounding areas witnin the Fields Brook watershed. At least 15 other parties
are presently considered to be financially responsible PRPs. In 1986, the EPA
estimated the cost of sediment remediation at the site would be $48 million. The
PRPs, including Occidental, have developed an allocation agreement for sharing
the costs of the work in Fields Brook ordered by the EPA. Under the allocation,
the Occidental share for Chemicals' ownership of the Ashtabula plant would be
about five percent of the total, assuming all viable PRPs were to participate.

In 1990, the OEPA, as state trustee for natural resources under CERCLA,
advised previously identified PRPs, including Chemicals, that the OEPA intended
to conduct a Natural Resource Damage Assessment of the Fields Brook site to
calculate a monetary value for injury to surface water, groundwater, air, and
biological and geological resources at the site. Also, although Fields Brook
empties into the Ashtabula River which flows into Lake Erie, it is not known to
what extent, if any, the EPA will propose remedial action beyond Fields Brook
for which the Fields 3rook PRPs might be asked to bear some share of the costs.
Until all preliminary studies and necessary governmental actions have been
completed and negotiated or judicial allocations have been made, it is not
possible for the Company to estimate what the response costs, response
activities or natural resource damages, if any, may be for Fields Brook or
related areas, the parties responsible therefore or their respective shares.

It is the Company's position that costs attributable to the Ashtabula plant
fall under the Company's above-described cost sharing arrangement with
Occidental under which the Company bears one-half of
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certain costs up to an aggregate dollar cap. Occidental, however, has contended
that it is entitled to full indemnification from the Company for such costs, and
the outcome of this dispute cannot be predicted. The Company has reserved its
estimate of its share of potential cleanup costs based on the assumption that
this site falls under the Occidental cost sharing arrangement.

2. French Limited Disposal Site; Crosby, Texas. The PRPs, including
Chemicals (represented by the Company), entered into a consent decree and a
related trust agreement with the EPA with respect to this disposal site. The
consent decree was entered by the federal court as a settlement of the EPA's
claim for remedial action. Chemical's share of the cost to complete remediation
at this site at December 31, 1995, is expected to be approximately $500,000 and
such amount is fully accrued.

3. SCP/Carlstadt Site; Carlstadt, New Jersey. Chemicals' share of
remediation costs at this CERCLA site would be approximately one percent, based
on relative volume of waste shipped to the site. An interim remedy has now been
implemented at the site by the PRPs but no estimate can be made at this time of
ultimate costs of remediation which may extend to certain off-site locations.

4. Chemical Control Site; Elizabeth, New Jersey. The DEP has demanded of
PRPs (including Chemicals) reimbursement of the DEP's alleged $34 million
(including interest through December 31, 1995) in past costs for its partial
cleanup of this site. The PRPs and the EPA have settled the federal claims for
cost recovery and site remediation, and remediation is now complete. Based on
the previous allocation formula, it is expected that Chemicals' share of any
money paid to the DEP for its claim would be approximately two percent. The
Company has fully reserved its estimated liability for this site.

Legal Proceeding::. In November 1995, OxyChem filed suit in Texas state
court seeking a declaration of certain of the parties' rights and obligations
under the sales agreerient pursuant to which the Company sold Chemicals to
Occidental. Henkel joi.ned in said lawsuit as a plaintiff in January 1996.
Specifically, OxyChem and Henkel are seeking a declaration that the Company is
required to indemnify them for 50% of certain environmental costs incurred on
projects involving renedial activities relating to chemical plant sites or other
property used in connection with the business of Chemicals on the Closing Date
which relate to, resul.t from or arise out of conditions, events or circumstances
discovered by OxyChem or Henkel and as to which the Company is provided written
notice by OxyChem or Henkel prior to the expiration of ten years following the
Closing Date, irrespective of when OxyChem or Henkel incurs and gives notice of
such costs, subject to an aggregate $75 million cap. The Company believes that
this lawsuit is without merit and intends to defend same vigorously. The Company
has established reserves based on its 50% share of costs expected to be paid or
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incurred by OxyChem and Henkel prior to September 1996.

As of December 31, 1995, the Company had paid OxyChem and Henkel a total of
approximately $39 million against said $75 million cap. The Company cannot
predict what portion of the approximately $36 million remaining as of that date
Occidental and Henkel may actually pay or incur prior to September 4, 1996, the
tenth anniversary of the Closing Date if they accelerate spending with regard to
such environmental costs; however, the Company has approximately $7 million
reserved at December 31, 1995, based on 50% of OxyChem's and Henkel's historical
annual expenditures, "n the event OxyChem and Henkel prevail in this lawsuit,
the Company could be required to provide up to approximately $29 million in
additional reserves related to this indemnification.

The Company has established reserves for legal contingencies in situations
where a loss is probable and can be reasonably estimated.

In Ecuador, pipeline capacity available to the Company is sufficient to
transport only about <>0% of the oil the Company expects to be able to produce
daily, and none of the various projects to increase transportation capacity that
have been considered has been approved by the government of Ecuador. In
addition, the Company is involved in a number of contract, auditing and
certification disputes with various government entities. Together, the lack of
pipeline capacity and the various disputes with government entities are
retarding
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the Company's ability to proceed with the economic development of Block 16.
Although the Company can give no assurances concerning the outcome of these
discussions, progress has recently been made on several important issues. The
Company intends to reduce program spending in Ecuador in 1996 to $19 million
from $32 million in 1995.

NOTE TWENTY-THREE--SUBSEQUENT EVENTS

In January 1996, the Company and its partners were successful in acquiring
the highly prospective! Guarapiche block in Venezuela's first auction awards for
equity production in over 20 years. Guarapiche is located on the same trend as
the five billion barrel El Furrial field in northeastern Venezuela. The Company,
together with its partners, paid $109 million ($27 million net to Maxus) to the
Venezuelan government for rights to explore the Guarapiche block. BP Exploration
Orinoco Limited is the operator with a 37.5% working interest while Amoco
Production Company and the Company hold the remaining 37.5% and 25%,
respectively. The Company's net exploration commitment for this block is
anticipated to total approximately $15 million over the next five years.
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DATA IS FOR ThE NINE MONTHS ENDED DECEMBER 31, 1995. THE DOLLAR
AMOUNTS IN TABLES ARE IN MILLIONS, EXCEPT PER SHARE)

Oil AND GAS PRODUCING ACTIVITIES

The following are disclosures about the oil and gas producing activities of
tha Company as required by Statement of Financial Accounting Standards No. 69
(":3FAS 69") .

Results of Operatiors

Results of operations for the nine months ended December 31, 1995 from all
oil and gas producing activities are shown below. These results exclude revenues
and expenses related to the purchase of natural gas and the subsequent
processing and resale of such natural gas plus the sale of natural gas liquids
extracted therefrom.

<TABLE>
<CAPTION>

UNITED SOUTH OTHER
STATES INDONESIA AMERICA FOREIGN WORLDWIDE



Sales. $ 75.4 $ 298.3 S 36.5

</TABLE>
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(a) Includes United States gathering and processing costs related to sales. Such
costs were $9.1 million for the nine months ended December 31, 1995.
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CAPITALIZED COSTS

Included in properties and equipment are capitalized amounts applicable to
the Company's oil and gas producing activities. Such capitalized amounts include
the cost of mineral interests in properties, completed and incomplete wells and
reflated support equipment. In addition, the Company's gas plants that process
not only the Company's gas but also third party gas, has been included in
capitalized costs. Approximately 52% of the volumes processed through the
Company's gas plants Ls the Company's gas. Only the revenue and cost related to
the Company's produced gas is included in results of operations and costs
incurred. Capitalized costs at December 31, 1995 were:

<TABLE>
<CAPTION>

UNITED
STATES INDONESIA

SOUTH
AMERICA

OTHER
FOREIGN

Proved properties:
Wells and related equipment

and facilities $501.6
Support equipment and

facilities 128.7
Uncompleted well, equipment

and facilities 11.0
Unproved properties 79.9

704.0

18.6
435.3

$307.0

50.5
252.3

Less-Accumulated depreciation,
depletion and amortization...

721.2

50.4

$670.8

1,157.9 609.8

$ 1.3

1.3

67.7

$1,090.2

20.9

$588.9

</TABLE>

COSTS INCURRED

Costs incurred by the Company in its oil and gas producing activities for
the nine months ended December 31, 1995 (whether capitalized or charged against
earnings) were as follows:

<TABLE>
<CAPTION>

UNITED
STATES INDONESIA

SOUTH
AMERICA

OTHER
FOREIGN

WORLDWIDE

$1,512.6

128.7

80.1
768.8

2,490.2

139.2

$2,351.0

WORLDWIDE

Property acquisition costs $ 2.1
Exploration costs 10.1
Development costs 37.5

19.8
44.2

$ 7.6
28.2

$15.7
.3

$ 2.1
53.2
110.2
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$ 49.7 $ 64.0 S 35.8 $16.0 $ 165.5

</TABLE>

Oil and Gas Reserves;

The following table represents the Company's net interest in estimated
quantities of developed and undeveloped reserves of crude oil, condensate,
natural gas liquids and natural gas and changes in such quantities for the nine
months ended December 31, 1995. Net proved reserves are the estimated quantities
of crude oil and natural gas which geological and engineering data demonstrate
with reasonable certainty to be recoverable in future years from known
reservoirs under existing economic and operating conditions. Proved developed
reserves are proved reserve volumes that can be expected to be recovered through
existing wells with existing equipment and operating methods. Proved undeveloped
reserves are proved reserve volumes that are expected to be recovered from new
wells on undrilled acreage or from existing wells where a significant
expenditure is required for recompletion.

Estimates of reserves for December 31, 1995 were prepared by Gaffney, Cline
& Associates, petroleum engineers, using standard geological and engineering
methods generally accepted by the petroleum industry and in accordance with the
rules and regulations of the Securities and Exchange Commission ("SEC"). The
choice of method or combination of methods employed in the analysis of each
reservoir was determined by experience in the area, stage of development,
quality and completeness of basic data, and production history.
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There are numerous uncertainties inherent in estimating quantities of proved
reserves and in projecting future rates of production and timing of development
expenditures, including many factors beyond the control of the producer. Reserve
engineering is a subjective process of estimating underground accumulations of
crude oil and natural gas that cannot be measured in an exact manner, and the
accuracy of any reserve estimate is a function of the quality of available data
and of engineering and geological interpretation and judgment. As a result,
estimates of different: engineers often vary. In addition, results of drilling,
testing and production subsequent to the date of an estimate may justify
revision of such estinate. Accordingly, reserve estimates are often different
from the quantities 01" crude oil and natural gas that are ultimately recovered.
The meaningfulness of such estimates is highly dependent upon the accuracy of
the assumption upon which they were based. The reserve estimates were subjected
to economic tests to determine economic limits. The estimates may change as a
result of numerous factors including, but not limited to, additional development
activity, evolving production history, and continued reassessment of the
viability of production under varying economic conditions.

<1ABLE>
<CAPTION>

DECEMBER 31, 1995

UNITED SOUTH
CRUDE OIL STATES INDONESIA AMERICA TOTAL

(MILLIONS OF BARRELS)
<s> <c> <c> <c> <c>
Net Proved Developed and Undeveloped

Reserves
Beginning of period, March 31, 1995 3.7 154.1 66.3 224.1

Revision:; of previous estimates .2 (2.6) (a) (4.5) (6.9)
Purchase of reserves in place
Extensions, discoveries and other

additions 5 7.1(a) 2.7 10.3
Production (.3) (14.5) (3.4)(c) (18.2)
Sales of reserves in place

End of period 4.1 144.1 61.1 209.3

Net Proved Developed Reserves
Beginning of period 2.8 136.8 14.0 153.6
End of period 3.6 128.1 32.8 164.5

</TABLE>

<1.'ABLE>
<CAPTION>

DECEMBER 31, 1995
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UNITED

NATURAL GAS(B) STATES INDONESIA TOTAL

(BILLIONS OF CUBIC FEET)
<s> <c> <c> <c>
Net Proved Developed and Undeveloped Reserves
Beginning of period, March 31, 1995 505 300 805

Revisions of previous estimates 1 18 25
Purchase of reserves in place
Extensions, discoveries and other additions 94 14 108
Production (36) (19) (55)
Sales of reserves in place

End of period 570 313 883

Net Proved Developed Reserves
Beginning of period 373 103 476

End of period 449 138 587

</TABLE>
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<TABLE>

<CAPTION>

DECEMBER 31, 1995

UNITED

NATURAL GAS LIQUIDS STATES INDONESIA TOTAL

(MILLIONS OF BARRELS)

<S> <C> <C> <C>

Net Proved Developed and Undeveloped Reserves

Beginning of pericd, March 31, 1995 36.1 9.3 45.4

Revisions of previous estimates 1.5 .1 1.6

Purchase of reserves in place

Extensions, ciscoveries and other additions 7.4 7.4

Production (2.4) (.4) (2.8)

End of period 42.6 9.0 51.6

Net Proved Developed Reserves Beginning of period 28.9 3.1 32.0

End of period 33.4 4.3 37.7

</TABLE>

(a) The changes reflect the impact of the change in the price of crude oil on

the barrels to which the Company is entitled under the terms of the

Indonesian production sharing contracts. The Indonesian production sharing

contracts allow the Company to recover tangible production and exploration
costs, as well as operating costs. As the price of crude oil fluctuates,
the Company is entitled to more or less barrels of cost recovery oil.

Increasing prices resulted in a decrease of 9.9 million barrels in 1995.

(b) Natural gas is reported on the basis of actual or calculated volumes which

remain after removal, by lease or field separation facilities, of
liquefiable hydrocarbons and of non-hydrocarbons where they occur in
sufficient quantities to render the gas unmarketable. Natural gas reserve
volumes include liquefiable hydrocarbons approximating 11% of total gas
reserves in the United States and 4% in Indonesia which are recoverable at
natural gas processing plants downstream from the lease or field separation
facilities. Such recoverable liquids also have been included in natural gas
liquids reserve volumes.

(c; Reserves in Venezuela are attributable to an operating service agreement
under which all hydrocarbons are owned by the Venezuelan government,
however, the Company receives payment for production and development
services performed based on production.

Future Net Cash Flows

The standardized measure of discounted future net cash flows relating to
tho Company's proved oil and gas reserves as of December 31, 1995 is calculated
ami presented in accordance with Statement of Financial Accounting Standards No.
69. Accordingly, future cash inflows were determined by applying year-end oil
and gas prices (adjusted for future fixed and determinable price changes) to the
Company's estimated share of future production from proved oil and gas reserves.
Future income taxes were derived by applying year-end statutory tax rates to the



Page 106 of 154
estimated net future cash flows. A prescribed 10% discount factor was applied to
the future net cash flows.
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In the Company's opinion, this standardized measure is not a representative
measure of fair market value, and the standardized measure presented for the
Company's proved oil .and gas reserves is not representative of the reserve
value. The standardized measure is intended only to assist financial statement
users in making comparisons between companies.

<TABLE>
<CAPTION>

UNITED SOUTH
STATES INDONESIA AMERICA WORLDWIDE

Future cash flows $1,161.0 $ 3,461.9 $ 822.5 $ 5,445.4
Future production costs (331.2) (2,004.7) (221.3) (2,557.2)
Future development costs (70.6) (288.2) (122.3) (481.1)

Future net cash flows, before
income taxes 759.2 1,169.0 478.9 2,407.1

Discount for estimated timing of
future cash flows (342.9) (459.4) (200.0) (1,002.3)

Present value of future net cash
flows, before income taxes.... 416.3 709.6 278.9 1,404.8

Future income taxes, discounted
at 10% (a) (67.8) (321.7) (34.3) (423.8)

Standardized tieasure of
discounted fu tu re net cash
flows $ 3 4 8 . 5 $ 387.9 $ 2 4 4 . 6 $ 981.0

</TABLE>

(a) Future income taxes undiscounted are $161.6 for the United States, $508.2
for Indonesia and $57.1 for South America at December 31, 1995.

The following are the principal sources for change in the standardized
measure:

<7ABLE>
<CAPTION>

1995

January 1, 1995 $ 929.8
Sales and transfers of oil and gas produced, net of production
costs (322.7)

Net changes in prices and production costs, net of future
production and development costs 99.6
Extensions, discoveries and improved recovery, less related
costs 79.5

Development costs incurred during the year that reduced future
development costs 140.6
Revisions of previous quantity estimates 51.5
Purchase of reserves in place 16.3
Sale of reserves in place (. 1)
Net change in income taxes (42.8)
Accretion of discount 131.1
Changes in production rates (timing) and other (101.8)

December 31, 1995 $ 981.0

</TABLE>

The principle sources for change in the standardized measure are presented
for the year-ended December 31, 1995, rather than the nine months period ended
December 31, 1995, as reserve reports from which this information is derived are
oily prepared on an annual basis.
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Quarterly Data

<TABLE>
<CAPTION>

1995

Sales and operating revenues.
Gross profit(a)
Net loss
Per Common Share

Net loss
Ma.rket price per share:

Common
High
Low

$4.00 Preferred
High
Low

$2.50 Preferred
High
Low

</TABLE>

<TABLE>
<CAPTION>

Sales and operating revenues.
Gross profit(a)(b)
Net income (loss)
Per Common Share

Net income (loss'
Market price per share;:

Common
High
Low

$4.00 Preferred
High
Low

$2.50 Preferred
High
Low

</TABLE>

MARCH 31,

$ 142.5
35.2
(56.9)

(.49)

529/32
3

38 1/4
30

21 3/4
1745/64

MARCH 31,

$ 187.1
41.2
(11.2)

(.17)

5 7/8
4 1/8

45 3/4
39

25 3/4
21 1/4

JUNE 30,

$150.7
34.3
(23.0)

(.24)

5
5

41
32

24
19

JUNE 30,

$167.5
42.0
30.1

.13

5
4

41
33

23
20

SEPTEMBER 30,

$ 141.8
24.5
(28.1)

(.28)

1/2
3/8

40 1/2
1/2 38

1/4 25 5/8
1/8 23 5/8

1994

SEPTEMBER 30,

$ 170.2
54.7
(16.0)

(.19)

1/4 5 7/8
1/8 4 1/2

1/8 40 1/2
5/8 37

1/4 23 3/8
21 3/4

DECEMBER 31,

$171.3
48.0
(22.6)

(.24)

44 3/4
38

26 1/8
17 5/8

DECEMBER 31,

$157.3
44.3
(25.6) (c)

(.26)

4 3/4
3 1/4

37 3/4
30 1/8

22 3/4
17 1/2

NINE MONTHS
ENDED

DECEMBER 31,

$463.8
106.8
(73.7)

(.76)

44 3/4
32 1/2

26 1/8
17 5/8

FOR THE YEAR

$682.1
182.2
(22.7)

(.49)

5 7/8
3 1/4

45 3/4
30 1/8

25 3/4
17 1/2

(a) Gross profit is sales and operating revenues less purchases and operating
expenses, gas purchase costs and depreciation, depletion and amortization.

(b) Gross profit has been restated to conform to the 1995 presentation.

(c) In the fourth quarter of 1994, the Company increased its reserve for future
environmental liabilities by $49.0 million.
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EXPLORATION AND PRODUCTION STATISTICS (historic)

<TABLE>
<CAPTION>

<£>

NE;T PROVED OIL RESERVES (millions of barrels)
United States
Indonesia
South America

NINE MONTHS
ENDED

DECEMBER 31,
1995

<C>

4.1
144.1
61. 1

THREE MONTHS
ENDED

MARCH 31,
1995

<C>

3.7
154.1
66.3

1994
<C>

3.4
158.9
67.0

1993
<C>

12.3
180.1
71.6

1992
<C>

12.2
155.2
53.1

1991
<C>

14.
162.
27.
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Worldwide Total
NET PROVED NATURAL GA£! RESERVES
(billions of cubic feet)
United States
Indonesia

Worldwide Total
NET OIL SALES (mbpd)
United States
Indonesia
Scuth America

Worldwide Total
AVERAGE OIL SALES PRICE (per bbl)
United States
Indonesia
South America

Worldwide Average
NET NATURAL GAS SALES (mmcfpd)
United States produced
United States purchased for processing
United States purchased for resale
Indonesia

Worldwide Total
AVERAGE NATURAL GAS SALES PRICE (per mcf)
United States produced
United States purchased for processing
United States purchased for resale
Indonesia

Worldwide Average
UNITED STATES NGL SALES (mbpd)
Produced
Purchased

United States Tot^il
UNITED STATES AVERAGE NGL SALES PRICE (per bbl)
Produced
Purchased

United States Average
INDONESIAN NGL SALES imbpd)
INDONESIAN AVERAGE NGL SALES PRICE (per bbl)
NET NATURAL GAS PRODUCTION (mmcfpd)
United States
Indonesia

Worldwide Total
GROSS CRUDE OIL PRODUCTION (mbpd)
Indonesia
South America

209.3

570
313

883

1.1
53.0
10.4

64.5

?16.29
17.01
12.79
16.31

104
68

61

233

$ 1.54
1.42

2.62
1.79

8.7
8.9

17.6

$10.42
10.57
10.49
1.7

$14.33

130
70

200

232
40

224.1

505
300

805

1.0
52.0
6.9

59.9

$16.07
17.54
12.58
16.94

98
69

40

207

$ 1.42
1.49

2.65
1.68

8.8
9.6

18.4

$10.27
10.48
10.38

.9
$19.19

125
45

170

250
32

229.3

492
303

795

2.4
59.3
5.2

66.9

$13.89
15.61
12.58
15.31

131
77
67
44

319

$ 1.89
1.81
2.00
2.24
1.99

8.2
9.7

17.9

$10.02
10.12
10.07
2.1

$ 9.42

156
47

203

259
16

264.0

679
262

941

4.9
62.4

67.3

$16.99
17.31

17.28

181
86
98
13

378

$ 2.13
1.91
2.06
1.30
2.03

7.6
9.8

17.4

$11.08
11.19
11.14

1.5
$10.57

208
13

221

270

220.5

584
245

829

5.7
61.9

67.6

$18.28
18.40

18.39

200
51
29
8

288

$ 1.80
1.62
1.84
.20

1.73

8.9
9.0

17.9

$11.51
11.13
11.32
1.6

$11.93

227
13

240

294

204.

63
3

67

9.
67.

77.

$19.4
19.5

19.5

20
4
1

27

$ 1.6
1.4
1.5
.2

1.5

8.
7.

16.

$12.1
12.0
12.1

1.
$10.3

23
1

24

32

</TABLE>
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EXHIBIT
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PAGE

3(i) --Restated Certificate of Incorporation of the Company (Exhibit 3(i).2
to the Company's Quarterly Report on Form 10-Q for the quarter ended
June 30, 1995).*

3(ii) --By-Laws of the Company (Exhibit 3(ii).2 to the Company's Quarterly
Report on Form 10-Q for the quarter ended September 30, 1995).*

4.1 --Indenture- dated as of April 1, 1978 between Diamond Shamrock
Corporation ("Diamond") and Mellon Bank, N.A. relating to Diamond's
$150,000,000 8 1/2% Sinking Fund Debentures due April 1, 2008 (Exhibit
4.1 t;o the Company's Annual Report on Form 10-K for the year ended
December 31, 1992 [the "1992 Form 10-K"]).*

4.2 —First Supplemental Indenture dated as of January 26, 1984 among the
Company, Diamond Shamrock Chemicals Company ("Chemicals") and Mellon
Bank, N.A. supplementing the Indenture described in Exhibit 4.1 above
(Exhibit 4.2 to the 1992 Form 10-K).*
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4.3

4.4

4.5

4.6

4.7

4.9

4.10

</TABLE>
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--Tri Part/ Agreement dated January 24, 1993 appointing Chemical Bank as
successor trustee under the Indenture described in Exhibit 4.1 above
(Exhibit 4.3 to the Company's Current Report on Form 8-K dated January
12, 1994 [the "January 12 Form 8-K"]).*

— Indenture dated as of May 1, 1983 between Diamond and The Bank of New
York, successor in interest to NationsBank of Texas, N.A., successor
trustee to Mellon Bank, N.A. relating to unspecified Debt Securities
of Diamond (Exhibit 4.4 to the 1992 Form 10-K).*

—Resolutions of the Board of Directors of Diamond supplementing the
Indenture described in Exhibit 4.4 above and establishing terms and
conditions of Diamond's $150,000,000 11 1/4% Sinking Fund Debentures
due May 1, 2013 (Exhibit 4.5 to the 1992 Form 10-K).*

--First Supplemental Indenture dated as of January 26, 1984 among the
Company, Chemicals and Mellon Bank, N.A. supplementing the Indenture
and the resolutions described in Exhibits 4.4 and 4.5, respectively,
above (Exhibit 4.6 to the 1992 Form 10-K).*

--Tri Party Agreement dated January 12, 1994 appointing NationsBank of
Texas, N.A. as successor trustee under the Indenture described in
Exhibit 4.4 above (Exhibit 4.1 to the January 12 Form 8-K).*

--Indenture dated as of November 1, 1985 between the Company and The
Bank of New York, successor in interest to NationsBank of Texas, N.A.,
successor trustee to Mellon Bank, N.A. relating to unspecified Debt
Securities of the Company (Exhibit 4.8 to the 1992 Form 10-K).*

—Resolutions of an ad hoc committee of the Board of Directors of the
Company supplementing the Indenture described in Exhibit 4.8 above and
establishing terms and conditions of the Company's $150,000,000
11 1/2% Sinking Fund Debentures due November 15, 2015 (Exhibit 4.9 to
the 1992 Form 10-K) .*

—Tri Party Agreement dated January 12, 1994 appointing NationsBank of
Texas, N.A. as successor trustee under the Indenture described in
Exhibit 4.8 above (Exhibit 4.2 to the January 12 Form 8-K).*
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4.11 --Indenture dated as of April 1, 1988 between the Company and Chemical
Bank relating to unspecified debt securities of the Company (Exhibit
4.11 to the 1992 Form 10-K).*

4.12 —Officers' Certificate dated June 1, 1988 establishing a series of debt
securities ($150,000,000 Medium-Term Notes, Series A) to be issued
under the Indenture described in Exhibit 4.11 above (Exhibit 4.12 to
the 1992 Form 10-K).*

4.13 —Indenture dated as of November 1, 1990 between the Company and
Chemical Bank relating to unspecified debt securities of the Company
(Exhibit 4.13 to the 1992 Form 10-K).*

4.14 --Officers' Certificate dated February 13, 1991 establishing a series of
debt securities ($150,000,000 Medium-Term Notes, Series B) to be
issued under the Indenture described in Exhibit 4.13 above (Exhibit
4.14 to the 1992 Form 10-K).*

4.15 --Officers' Certificate dated September 28, 1992 establishing a series
of debt securities ($250,000,000 9 7/8% Notes Due 2002) to be issued
under the Indenture described in Exhibit 4.13 above (Exhibit 4.15 to
the 1992 Form 10-K) . *

4.16 --Officers' Certificate dated January 26, 1993 establishing a series of
debt securities ($100,000,000 9 1/2% Notes Due 2003) to be issued
under the Indenture described in Exhibit 4.13 above (Exhibit 4.16 to
the 1992 Form 10-K).*

4.17 —Officer's Certificate dated June 30, 1993 establishing a series of
debt securities ($150,000,000 Medium-Term Notes, Series C) to be
issued under the Indenture described in Exhibit 4.13 above (Exhibit 4
to the Company's Current Report on Form 8-K dated June 21, 1993).*

4.18 --Officer's Certificate dated October 27, 1993 establishing a series of
debt securities ($200,000,000 9 3/8% Notes due 2003) to be issued
under the Indenture described in Exhibit 4.13 above (Exhibit 4 to the
Company's Current Report on Form 8-K dated October 20, 1993).*

4.19 —Officer's Certificate dated January 18, 1994 establishing a series of
debt securities ($60,000,000 9 3/8% Notes due 2003) to be issued under
the Indenture described in Exhibit 4.13 (Exhibit 4 to the Company's
Current Report on Form 8-K dated January 10, 1994).*

4.20 —Preferred Stock Purchase Agreement dated February 1, 1987 (the
"Preferred Stock Purchase Agreement") between the Company and The
Prudential Insurance Company of America ("Prudential") (Exhibit 4.17
to the :.992 Form 10-K) .*
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4.21 —Amendment dated February 8, 1987 to the Preferred Stock Purchase

Agreement (Exhibit 4.18 to the 1992 Form 10-K).*
4.22 —Registration Rights Agreement dated as of February 1, 1987 between the

Company and Prudential (Exhibit 4.19 to the 1992 Form 10-K).*
4.23 —Agreement dated April 12, 1990 amending the Preferred Stock Purchase

Agreement (Exhibit 4.20 to the 1992 Form 10-K).*
4.24 --Waiver of Certain Rights Relating to $9.75 Preferred Stock dated June

5, 1990 between the Company and Prudential (Exhibit 4.21 to the 1992
Form 10-K).*

4.25 --Waiver of Certain Equity Offering Rights dated April 12, 1990 between
the Company and Prudential amending the Preferred Stock Purchase
Agreement (Exhibit 4.22 to the 1992 Form 10-K).*
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4.26 --Agreement dated February 28, 1995 between Prudential and the Company
(Exhibit 2 to the Company's Schedule 14D-9 dated March 3, 1995 [the
"Schedule 14D-9")).*

4.27 —Waiver of Certain Rights Relating to $9.75 Preferred Stock dated June
8, 1995 oetween Prudential and the Company, filed herewith.

4.28 —Warrant Certificate No. 1 dated October 10, 1992 issued to Kidder,
Peabody Group Inc. for 8,000,000 warrants each representing the right
to purchase from the Company on or prior to October 10, 1997 one share
of common stock, $1.00 par value, of the Company at a price of $13.00
per shara (Exhibit 4.23 to the 1992 Form 10-K).*

4.29 —Registration Rights Agreement dated as of October 10, 1992 between
Kidder, Peabody Group Inc. and the Company (Exhibit 4.24 to the 1992
Form 10-X) .*

4.30 --Agreement of Merger, dated February 28, 1995, among the Company, YPF
Sociedad Anonima ("YPF") and YPF Acquisition Corp. ("YPFA") (Exhibit 3
to the Schedule 14D-9).*

4.31 --Credit Agreement dated as of June 8, 1995, between Midgard Energy
Company, the lenders signatory thereto and The Chase Manhattan Bank
(National Association) ("Chase"), as agent (Exhibit 4.1 to the
Company':; Current Report on Form 8-K dated June 8, 1995 [the "June 8,
1995 Form 8-K"]).*

4.32 --Credit Agreement dated as of June 16, 1995, between Maxus Indonesia,
Inc., Maxus Northwest Java Inc., Maxus Southeast Sumatra, Inc., the
lenders signatory thereto and Chase, as agent (Exhibit 4.2 to the June
8, 1995 Iform 8-K) .*

10.1 --Performance Incentive Plan of the Company, as amended effective
January 1, 1986 (Exhibit 10.6 to the 1992 Form 10-K).*

10.2 —Specimen copy of Change of Control Agreement between the Company and
certain of its former its executive officers (Exhibit 10.7 to the 1992
Form 10-K).*

10.3 —Specimen copy of letter agreement between the Company and certain of
its former executive officers relating to the Agreements referred to
in Exhibi.t 10.2 above (Exhibit 10.8 to the 1992 Form 10-K).*

10.4 --Specimen copy of disability benefit arrangement between the Company
and its executive officers (Exhibit 10.10 to the 1992 Form 10-K).*

10.5 —Supplemental Executive Retirement Plan of the Company, effective May
1, 1987 ;Exhibit 10.11 to the 1992 Form 10-K).*

10.6 —Supplemental Executive Retirement Plan of the Company, effective March
1, 1990 ;Exhibit 10.12 to the 1992 Form 10-K).*

10.7 —Specimen copy of supplemental death benefit arrangement between the
Company and its executive officers (Exhibit 10.13 to the 1992 Form
10-Ki.*

10.8 —Maxus Energy Corporation Supplemental Savings Plan (as amended and
restated effective June 8, 1995), filed herewith.

10.9 —Trust Agreement dated December 18, 1986 between the Company and
AmeriTrust Company National Association (Exhibit 10.15 to the 1992
Form 10-K).*

10.10 --Deferred Compensation Plan for Executives of the Company, effective
September 28, 1993 (Exhibit 10.17 to the 1993 Form 10-K).*

10.11 --Distribution Agreement dated as of April 22, 1987 between the Company
and Diamond Shamrock R&M, Inc. (Exhibit 10.23 to the 1992 Form 10-K).*
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10.12 —Rights Agreement dated as of September 2, 1988 between the Company and
AmeriTrust Company National Association (Exhibit 10.24 to the 1992
Form 10-K).*

10.13 —Stock Purchase Agreement by and among the Company and Occidental
Petroleuti Corporation, et. al. dated September 4, 1986 (Exhibit 10.25
to the 1992 Form 10-K).*

10.14 —Agreement of Merger dated as of February 28, 1995 among YPF, YPFA
Corp. and the Company (Exhibit 3 to the Schedule 14D-9).*

10.15 —International Consulting Agreement, dated May 1, 1995 between C. L.
Blackburn and YPF, filed herewith.

10.16 —Assignment of International Consulting Agreement, dated November 2,
1995 between C. L. Blackburn, YPF, and the Company, filed herewith.

10.17 —Maxus Severance Agreement dated August 3, 1995 between the Company and
Roberto Luis Monti, filed herewith.

10.18 --Compensa-ion Agreement dated December 27, 1995 between the Company and
Roberto :j. Monti, filed herewith.

10.19 —Services Agreement dated April 5, 1995 between the Company and Peter
D. Gaffney, filed herewith.

10.20 --Secondment Agreement dated April 5, 1995 between the Company, YPF and
Gaffney, Cline & Associates, Inc., filed herewith.

10.21 --Amendment to Change in Control Agreement dated May 11, 1995 between
the Company and W. Mark Miller, filed herewith.

10.22 —Employment Agreement effective as of July 1, 1995 between the Company
and W. Mark Miller, filed herewith.

10.23 —Specimen copy of a letter agreement regarding Change in Control
Agreement; dated April 7, 1995 between the Company and certain of its
executive officers, filed herewith.

10.24 —Letter Agreement regarding Change in Control Agreement dated April 13,
1995 between the Company and Michael C. Forrest, filed herewith.

10.25 —Specimen copy of a letter agreement regarding Change in Control
Agreement dated , 1995 between the Company and certain of
its executive officers, filed herewith.

21.1 —List of Subsidiaries of the Company, filed herewith.
23.1 —Consent of Independent Accountants, filed herewith.
23.2 --Consent of Independent Accountants, filed herewith.
24.1 —Powers of Attorney of directors and officers of the Company, filed

herewith.
24.2 --Power of Attorney of the Company, filed herewith.
27.1 --Financial Data Schedule, filed herewith.
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EXHIBIT 4.27

WAIVER OF CERTAIN RIGHTS RELATING TO
$9.75 PREFERRED STOCK

THIS WAIVER OF CERTAIN RIGHTS RELATING TO $9.75 PREFERRED
STOCK (the "Waiver") is executed by The Prudential Insurance Company of
Amsrica, a New Jersey corporation ("Prudential"), and Maxus Energy Corporation,
a Delaware corporation (the "Company"), dated as of this 8th day of June, 1995.

RECITALS

A. Prudential and Maxus entered into a Preferred Stock
Purchase Agreement dated February 1, 1987, providing for the issuance to
Prudential of 3,000,000 shares (the "Shares") of $9.75 Cumulative Convertible
Preferred Stock, par value $1.00 per share (the "$9.75 Preferred Stock"), of
the Company having the rights set forth in the Certificate of Designations for
thf» $9.75 Preferred Stock (the "Certificate of Designations");

B. The Preferred Stock Purchase Agreement was
subsequently amended by agreements between Prudential and the Company dated
February 8, 1987 and April 12, 1990; pursuant to the April 12, 1990 agreement
(the "Second Stock Purchase Agreement") (1) the Company reacquired from
Prudential 500,000 of the Shares, and (2) Prudential executed and delivered a
Waiver of Certain Equity Offering Rights dated as of April 12, 1990 and a
Waiver of Certain Rights Relating to $9.75 Preferred Stock dated June 5, 1990;
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C. Prudential and the Company entered into a letter
agreement dated February 28, 1995 (the "Letter Agreement") pursuant to which
Prudential, upon the request of the Company, and the Company agreed to execute
irrevocable and unconditional waivers of certain provisions of the Certificate
of Designation, such waivers to be effective upon the effectiveness of a
guaranty (the "YPF Guaranty") by YPF Sociedad Anonima, a sociedad anonima
organized under the laws of the Republic of Argentina ("YPF");

D. The YPF Guaranty has become effective; and

E. Simultaneously with such effectiveness Prudential and
the Company are executing and delivering this Waiver pursuant to the Letter
Agreement.

NOW, THEREFORE, in consideration of the premises and the
covenants contained herein, and for other consideration, the receipt and
sufficiency of which is hereby acknowledged, the parties hereto agree as
follows:

L. Prudential Waiver of Certain Rights. Prudential
hereby unconditionally, irrevocably and permanently waives any and all rights
of the holders of the Shares under Section 2(b), Section 3(b), Section 8 and
Section 9 of the Certificate of Designations.
<PAGE> 2

2. Company Waiver of Certain Rights. The Company hereby
unconditionally, irrevocably and permanently waives any and all rights the
Company may have under Section 5(a) and Section 5(c) of the Certificate of
Designations.

3. Transfers; Legends. Prudential hereby agrees that if
it shall at any time or from time to time sell, transfer or otherwise dispose
of any Shares, any transferee, as a condition of the transfer shall, by written
agreement satisfactory to the Company and its counsel delivered to the Company
at least five business days prior to the proposed effective date of such
transfer, expressly assume all of Prudential's obligations, waivers, duties and
covenants under the Stock Purchase Agreement, the Second Stock Purchase
Agreement, the Letter Agreement and this Waiver (as each may have been amended
or modified, or any provisions thereof waived, and shall at such time be in
effect), including without limitation Prudential's obligations under this
paragraph 3 as to the Shares to be so transferred, and shall agree to so bind
its subsequent transferees.

As soon as practicable following the execution and
delivery hereof, the certificates currently evidencing the Shares are being
surrendered against delivery to Prudential of one or more certificates
evidencing a like aggregate number of Shares which, in addition to any other
legend placed upon such certificate (s), shall bear a legend to the following
effect:

"The securities represented by this certificate are
subject to certain provisions of an agreement, dated
April 12, 1990, and the provisions of an agreement,
dated February 28, 1995, each between the Corporation
and The Prudential Insurance Company of America, the
terms of which require the holder hereof to execute
certain unconditional and irrevocable waivers of
certain rights of the holder, including without
limitation the right to convert these securities into
Common Stock of the Corporation, to receive increased
dividends in certain circumstances and to vote in
respect of certain matters, and, under certain
circumstances, to consent to amendments of, or, at
the request of the Company, waivers with respect to,
the Certificate of Designations and amendments of
certain agreements to which the Corporation is a
party. Pursuant to said Agreement dated February 28,
1995 the Corporation and The Prudential Insurance
Company of America have entered into a further
agreement dated June 8, 1995 effecting certain
unconditional and irrevocable waivers with respect to
the Certificate of Designations. Copies of such
agreements are on file at the principal executive
offices of the Corporation."

4. Representations and Warranties. Each of Prudential
and the Company hereby represents and warrants that this Waiver has been duly
authorized, executed and



Page 113 of 154

2
<FAGE> 3
delivered by it and i:i its valid and binding obligation. This Waiver shall be
binding upon and inure to the benefit of the Company and Prudential and their
successors and assign:;.

IN WITNESS WHEREOF Prudential and the Company have caused this
Waiver to be duly executed as of the date first above written.

THE PRUDENTIAL INSURANCE
COMPANY OF AMERICA

By: /s/ R.G. GWIN
Print Name: R.G. Gwin
Title: Vice President

MAXUS ENERGY CORPORATION

By: /s/ DAVID WADSWORTH
Print Name: David Wadsworth
Title: Vice President

3
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EXHIBIT 10.8

MAXUS ENERGY CORPORATION

SUPPLEMENTAL SAVINGS PLAN

(AS AMENDED AND RESTATED EFFECTIVE JUNE 8, 1995)

The Maxus Energy Corporation Supplemental Savings Plan, formerly named
the Employee Shareholding and Investment Supplemental Benefits Plan (the
"Plan"), an unfunded, nonqualified deferred compensation plan originally
adopted in 1976, is hereby amended and restated effective as of June 8, 1995.

1. Purpose

The purpose of the Plan is to provide additional benefits for certain
highly compensated employees of Maxus Energy Corporation, a Delaware
corporation, and its subsidiaries (the "Corporation").

2. Definitions ''he following definitions are used throughout the Plan.

(a) "Actuarial Equivalent" means a form of benefit under which the
aggregate payments expected to be received are equal in value to the aggregate
payments expected to be received under a different form of benefit using the
following assumptions

Mortality table: 1984 Unisex Pension

Interest rate: If the Participant (or his eligible
spouse) is eligible to elect the lump sum payment
option under the Career Average Plan, then the
interest rate shall be the same interest rate
assumption which would be used in calculating a lump
sum payment for such person under the Career Average
Plan; otherwise, the interest rate shall be the
Applicable Rate or such other rate as may
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be established by the Board.

The foregoing actuarial assumptions may be changed from time to time by
amendment to the Plan. The Actuarial Equivalent of a Participant's or an
eligible spouse's benefit under this Plan shall be computed under the actuarial
assumptions in effect on the date the payment of such benefit is made.

(b) "Applicable Rate" means an annual rate of interest equal to 120%
of the interest rate set by the Pension Benefit Guaranty Corporation to value
immediate annuities for single employer pension plans in effect at the
beginning of the Plan Year.

(c) "Benefits Committee" means the committee appointed by the
Chairman of the Board from time to time to administer the Corporation's
retirement benefit programs.

(d) "Board" means the Board of Directors of the Corporation or the
Compensation Committee of such Board of Directors.

(e) "Career Average Plan" means the Maxus Energy Corporation Career
Average Retirement Income Plan which is sponsored by the Corporation and is
intended to qualify under Section 401(a) of the Code.

(f) "Code" neans the Internal Revenue Code of 1986, as amended and in
effect from time to t].me.

(g) "Corporate Account" means an account into which contributions of
the Corporation have been credited and which is credited with interest at the
Applicable Rate, compounded daily, until the account has been fully distributed
to the Participant.

(h) "Earnings" means a Participant's base salary. Bonuses,
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commissions and any other remuneration of any kind paid to a Participant shall
be excluded from the computation of Earnings. In the case of a Participant
receiving benefits under the Corporation's salary continuation plan, Earnings
shall include payment;; the Participant receives under such plan in lieu of
salary.

(i) "Participant" means an employee of the Corporation meeting the
eligibility requirements of Section 3 of the Plan. The term "Participant"
shall include the beneficiary or eligible spouse of a deceased Participant.

(j) "Participant Account" means an account into which deferred
Earnings of a Participant have been credited and which is credited with
interest at the Applicable Rate, compounded daily, or such other rate as may be
established by the Board until the account has been fully distributed to such
Participant.

(k) "Pension Benefit" has the meaning set forth in Section 5.

(1) "Plan Year" means the calendar year.

(m) "Reduced Savings Plan Benefit" means, for any Plan Year, the
amount by which (i) s;.x percent (6%) of the Participant's Earnings during such
Plan Year, exceeds (i:.) the maximum employer matching contribution permitted
under the Savings Plan during such Plan Year as a result of the limitations
under the Code.

(n) "Saving:; Plan" means the Employee Savings Plan sponsored by the
Corporation.

3. Eligibility

An exemp- employee of the Corporation or of any operating
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subsidiary of the Corporation who is eligible to participate in the Savings
PJan for any plan year of the Savings Plan and who has been designated a grade
10 (or the equivalent thereof) or higher grade for the same plan year of the
Savings Plan shall be eligible to participate in the Plan. Once an employee
has become a Participant, he will not lose eligibility to participate in the
Plan merely because ho is reclassified to a lower grade level.

4. Savings Plan Supplemental Award

If a Participant has a Reduced Savings Plan Benefit for any Plan Year,
such Participant's Corporate Account shall be credited with an amount equal to
the amount of the Reduced Savings Plan Benefit of the Participant for such Plan
Year.

5. Deferred Earnings

A Participant may elect, in accordance with procedures established by
the Benefits Committee, to defer under this Plan a portion of his Earnings for
a Plan Year. The amount of Earnings which a Participant may elect to defer
during a Plan Year shall be equal to the amount by which:

(a) the amount of before-tax contributions which such Participant
elected to contribute to the Savings Plan during such Plan Year,
exceeds

(b) the maximum amount of before-tax contributions which such
Participant :<.s permitted to make to the Savings Plan during such Plan
Year as a result of the limitations under Code Sections 401 (a) (17),
401(k), 402(g) and 415.

A Participant's deferrals of Earnings under this Plan shall be
credited to his Participant Account.

A Participant who is eligible to receive a benefit under the
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Career Average Plan shall be entitled to receive a supplemental pension benefit
(the "Pension Benefit") under the Plan in an amount equal to the excess, if
any, of (i) over (ii), where:

(i) equals the aggregate amount of monthly income that would be
payable to the Participant under the Career Average Plan (as computed
without the maximum benefit limitations under Code Section 415 or any
limitations i.mposed as a consequence of applying the annual
compensation cap set forth in Section 401 (a) (17) of the Code (adjusted
for changes :.n the cost of living as provided in Section 401 (a) (17) of
the Code and 415(d) of the Code) if the Participant's deferrals of
Earnings pursuant to this Section for any year were included in the
Participant's; compensation as reported on Internal Revenue Service
Form W-2 for such year; and

(ii) equals the aggregate amount of monthly income that is actually
payable to the Participant under the Career Average Plan, the Maxus
Energy Corporation Supplemental Executive Retirement Plan and the
Maxus Energy Corporation Excess Benefits Plan.

6. Treatment of Stock Units

If and to the extent a Participant was credited with "Stock Units" (as
defined below) in his Corporate and/or Participant Accounts as of June 8, 1995,
such Participant's Corporate and Participant Accounts, respectively, will be
credited as of that date with an amount equal to the number of Stock Units
credited to such Account on June 8, 1995 times $5.50. As used herein, the term
"Stock Unit" shall have the meaning assigned to that term in the Plan as in
effect immediately prior to this amendment and restatement.

7. Vesting
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Subject to the rights of general creditors as set forth in Section 11

and the right of the Corporation to discontinue the Plan as provided in Section
13 (c) , a Participant shall:
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(a) be vested in his Corporate Accounts to the same extent as such
Participant is vested in matching contributions of. the Corporation under the
Savings Plan;

(b) be vested in his Pension Benefit to the same extent as such
Participant is vested in his accrued benefit under the Career Average Plan; and

(c) at all times be fully vested and have a nonforfeitable interest in
his Participant Accounts.

8. Commencement of Benefits

The vested Corporate Accounts, vested Pension Benefit, and the
Participant Accounts payable to a Participant under this Plan shall be paid
within 30 days following the date the Participant terminates employment for any
reason. A Participant may not elect to borrow or withdraw from the Plan any
portion of the benefits provided under this Plan.

9. Form of Benefits

(a) A Participant's Corporate Account and Participant Account shall be
paid in a single lump sum cash payment.

(b) A Participant's Pension Benefit shall be paid in the form of a
lump sum payment which is the Actuarial Equivalent of a monthly life annuity in
the amount of the Pension Benefit beginning when the Participant reaches age 62
and continuing for the remaining life expectancy of the Participant.

10. Death Benefits

If a Participant who is entitled to receive a benefit under the Plan
dies before terminating his employment with the Corpora-
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tion:

(a) The amount of his Corporate Account and Participant Account shall
be paid to the person or persons (including his estate) who are recognized as
his beneficiary under the Savings Plan for purposes of the Savings Plan benefit
within 30 days following the date of the Participant's death; and

(b) The Participant's eligible spouse, if any, under the Career
Average Plan shall be paid within 30 days following the date of the
Participant's death a lump sum amount which is the Actuarial Equivalent of a
monthly life annuity beginning on the earliest date at which such an annuity
could begin for such eligible spouse under the Career Average Plan and
continuing for the remaining life expectancy of such eligible spouse in the
amount of the Participant's Pension Benefit (reduced as describe below). In
calculating such lump sum, the Pension Benefit shall first be reduced by any
and all factors or adjustments, if any, that would be used under the Career
Average Plan to adjust the monthly single life annuity amount of the
Participant to a 50% monthly life annuity for the eligible spouse that begins
on the earliest date at which a life annuity could begin for such eligible
spouse.

11. Funding of Benefits

(a) The Plan shall be unfunded. All benefits payable under the Plan
shall be paid from the Corporation's general assets, and nothing contained in
the Plan shall require the Corporation to set aside or hold in trust any funds
for the benefit of a Participant, who shall have the status of a general
unsecured creditor with respect to the Corporation's obligation to make
payments under the Plan. Any funds of the Corporation available to pay
benefits under the Plan shall be subject to the claims of general creditors of
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the Corporation arid me.y be used for any purpose by the Corporation.

(b) Notwithstanding the provisions of subsection (a), the Corporation
may, at the direction and in the absolute discretion of the Benefits Committee,
transfer to the trustee of one or more
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irrevocable trusts established for the benefit of one or more Participants
assets from which all or a portion of the benefits provided under the Plan will
be satisfied, provided that such assets held in trust shall at all times be
subject to the claims of general unsecured creditors of the Corporation, and no
Participant shall at a.ny time have a prior claim to such assets.

12. Administration of the Plan

The Benefits Committee shall administer the Plan and shall keep a
written record of its action and proceedings regarding the Plan and all dates,
records and documents relating to its administration of the Plan. The Benefits
Committee is authorized to interpret the Plan, to make, amend and rescind such
rules as it deems necessary for the proper administration of the Plan, to make
all other determinations necessary or advisable for the administration of the
Plan and to correct any defect or supply any omission or reconcile any
inconsistency in the Plan in the manner and to the extent that the Benefits
Committee deems desirable to carry the Plan into effect. The powers and duties
of the Benefits Committee shall include, without limitation, the following:

(a) Determining the amount of benefits payable to Participants and
authorizing and directing the Corporation with respect to the payment of
benefits under the Ple,n;

(b) Construing and interpreting the Plan whenever necessary to carry
out its intention and purpose and making and publishing such rules for the
regulations of the Plan as are not inconsistent with the terms of the Plan; and
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(c) Compiling and maintaining all records it determines to be

necessary, appropriate or convenient in connection with the administration of
the Plan.

Any action taken or determination made by the Benefits Committee shall
be conclusive on all parties. No member of the Benefits Committee shall vote
on any matter relating specifically to such member. In the event that a
majority of the members of the Benefits Committee will be specifically affected
by any action proposed to be taken (as opposed to being affected in the same
manner as each other Participant in the Plan), such action shall be taken by
the Board.

13. Miscf'llaneous

(a) Nothing in the Plan shall confer upon a Participant the right to
continue in the employ of the Corporation or an affiliate of the Corporation or
shall limit or restrict the right of the Corporation or any affiliate to
terminate the employment of a Participant at any time with or without cause.

(b) Except a«; otherwise provided in the Plan, no right or benefit
under the Plan shall be subject to anticipation, alienation, sale, assignment,
pledge, encumbrance or charge, and any attempt to anticipate, alienate, sell,
assign, pledge, encumber or charge such right or benefit shall be void. No
such right or benefit shall in any manner be liable for or subject to the
debts, liabilities or torts of a Participant.

(c) The Plan may be amended at any time by the Benefits Committee
provided such amendment does not have the effect of
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increasing, directly or indirectly, the benefit of any Participant. The Plan
may also be amended oj: terminated by the Board at any time, and any amendment
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adopted by the Board shall supersede any prior or later amendment adopted by
the Benefits Committee that is inconsistent with the action of the Board. No
amendment shall have the effect of decreasing a Participant's accrued benefit.
However, if the Board determines that payments under the Plan would have a
material adverse effect on the Corporation's ability to carry on its business,
the Board may suspend such payments for such time as in its absolute discretion
it deems advisable.

(d) The Plan is intended to provide benefits for "management or highly
compensated" employees within the meaning of Sections 201, 301 and 401 of the
Employee Retirement Income Security Act of 1974, as amended ("ERISA"), and
therefore to be exempt from the provisions of Parts 2, 3 and 4 of Title I of
ERISA. Accordingly, if it is determined by a court of competent jurisdiction
or by an opinion of counsel that the Plan constitutes an employee pension
benefit plan within the meaning of Section 3 (2) of ERISA which is not so
exempt, the Plan shall terminate and no further benefits shall accrue
hereunder.

(e) The Corporation shall have the right to deduct any taxes required
by law to be withheld from all amounts paid pursuant to the Plan.

(f) If any provision in the Plan is held by a court of competent
jurisdiction to be invalid, void or unenforceable, the
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remaining provisions shall nevertheless continue to full force and effect
without being impaired or invalidated in any way.

(g) The Plan shall be construed and governed in all respects in
accordance with applicable federal law and, to the extent not preempted by such
federal law, in accordance with the law of the State of Texas.

(h) Nothing herein is intended to nor shall be construed to reduce
the amount of any Participant's benefit accrued under the Plan as of June 8,
1995.

IN WITNESS WHEREOF, the Corporation has caused this amended and
restated Plan to be exscuted in its name by its duly authorized officers
effective as of the 8tn day of June, 1995.

MAXUS ENERGY CORPORATION

By: /s/ W. Mark Miller

ATTEST:

/s/1 H. R. Smith

H. R. Smith, Secretary
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INTERNATIONAL CONSULTING AGREEMENT
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YPF Sociedad Anonima (hereinafter referred to as the "Company")/ a
scciedad anoniraa organized under the laws of the Republic of Argentina, with
principal offices at ftvenida Pte. Roque Saenz Pena 777, Buenos Aires 1364,
Argentina, and C. L. Blackburn (hereinafter referred to as "Consultant"), whose
address is 3705 Gillon Avenue, Dallas, Texas 75205, hereby agree as follows:

1. The Company desires to engage Consultant on the terms and for
the period set forth herein as an international consultant (the "Consulting
Services"). Consultant agrees to provide the Consulting Services on the terms
and for the period set forth herein. In performing the Consulting Services,
Consultant shall have direct access to Jose A. Estenssoro and Nells Leon, the
Company's President and Chief Executive Officer and Executive Vice President
and Chief Operating Officer, respectively, or their successors.

2. The term of this Agreement shall commence on May 1, 1995 and
shall remain in effect for a term of two years; provided, however, that this
Agreement will terminate upon Consultant's death if he should die during the
term hereof.

3. As the fee for the Consulting Services, the Company shall pay
Consultant a retainer of US$180,000 per year, payable in monthly installments
of US$15,000 on or before the first day of
<PAGE> 2
every month during the term hereof. Should Consultant provide more than 60 days
of Consulting Service;; during the first or second 12-month period hereof,
Company shall pay him US $3000 for each day during which Consulting Services
are so provided in excess of 60 days in either 12-month period. Consultant
shall invoice the Company monthly for Consulting Services performed in excess
of 60 days in such a 12-month period, and Consultant's invoices shall set forth
the total number of days in which Consulting Services were performed during the
applicable month. Consultant is to send any such invoices to Cedric Bridger at
the address given for the Company first above. Such invoices will be paid
within ten (10) business days after receipt.

If and to the extent Consultant serves as a director of Maxus Energy
Corporation, a majority owned subsidiary of the Company (Maxus"), during the
term hereof, Consultant waives the right to receive compensation in addition to
that provided herein for his service as a director of Maxus unless he has
previously provided Consulting Services in excess of 60 days during the
relevant 12-month period. However, it is understood and agreed that time spent
performing duties as & director of Maxus shall be deemed to be the performance
of Consulting Services.

4. Within ten (10) business days after receipt of an invoice,
the Company shall reimburse Consultant for reasonable travel, entertainment,
out of town living and similar expenses incurred by him in connection with the
Consulting Servicc:s rendered
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hereunder. Such invoices are to be sent to Cedric Bridger at the address given
for the Company first above.

5. Subject to the other provisions hereof, during the term
hereof, Consultant will make himself available to perform the Services at least
60 days during each of the first and second 12-month periods hereof.

The Company specifically acknowledges and agrees that Consultant is
free to serve as a director of companies or other entities not affiliated with
the Company, provided that and for so long as such other companies and entities
do not in any material way compete with, provide goods or services to, or
otherwise generate cor.flicts with the Company.

6. The Company agrees to provide Consultant with mutually
agreeable office space', reserved parking, supplies and support services,
including secretarial support, at its headquarters' offices in Buenos Aires,
Argentina and at Maxuj.' headquarters' offices in Dallas, Texas, U.S.A. as may
be necessary or appropriate in connection with Consultant's performance of the
Consulting Services at. such locations.

7. Consultant is an independent contractor hereunder with the
responsibility for, and control over, the details and means of performing the
Consulting Services. In this connection, it is understood and agreed that the
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Company is interested in results and
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shall not have the right to control the details of the Services to be performed
hcreunder or the manner in which they are performed.

8. Confidentiality. All data and information which may be
received by Consultant from the Company, directly or indirectly, or developed
by him in connection with his performing the Consulting Services shall be kept
confidential by him a.id will be utilized only for the purposes of carrying out
the Consulting Services to be provided hereunder.

9. The Company represents that if any approval of this Agreement
by its Board of Directors or any committee thereof is required to make this
Agreement binding on che Company, such approval has been given.

10. This Agreement may not be assigned by Consultant and may be
assigned by the Company only to a corporation into which the Company is merged
or which acquires substantially all of the Company's assets.

11. This Agreement is entered into in Dallas, County, Texas,
U.S.A. All payments provided for herein are payable in Dallas County, Texas,
U.S.A. in United States dollars.
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12. This Agreement shall be construed under the laws of the State
of Texas, without giving effect to its conflicts of laws principles.

13. (a) The Company consents to the non-exclusive jurisdiction of
any court of the Stat'5 of Texas or any United States federal court sitting in
Dallas, Dallas County. Texas, U.S.A., and any appellate court from any thereof,
and waives any immunity from the jurisdiction of such courts over any suit,
action or proceeding ~hat may be brought in connection with this Agreement.
The Company irrevocably waives, to the fullest extent permitted by law, any
objection to any suit, action or proceeding that may be brought in connection
with this Agreement in such courts whether on the grounds of venue, residence
or domicile or on the ground that any such suit, action or proceeding has been
brought in an inconvenient forum. The Company agrees that final judgment in
any such suit, action or proceeding brought in such court shall be conclusive
and binding upon the Company and may be enforced in any court to the
jurisdiction of which the Company is subject by suit upon such judgment.
Notwithstanding the foregoing, any suit, action or proceeding brought in
connection with this Agreement may be instituted in any competent court in
Argentina.

(b) The Company agrees that service of all writs, process and
summonses in any .suit., action or proceeding brought in connection with this
Agreement against the Company in any court sitting in Dallas, Dallas County,
Texas, U.S.A. may be made upon the General
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Counsel of Maxus Energy Corporation, 717 N. Harwood St., Dallas, Texas 75201,
U.S.A., whom the Company irrevocably appoints as its authorized agent for
service of process for purposes of this Agreement and all actions brought in
connection herewith. The Company represents and warrants that Maxus' General
Counsel has agreed to act as the Company's agent for service of process. The
Company agrees that such appointment shall be irrevocable so long as this
Agreement shall remain in effect or until the irrevocable appointment by the
Company of a successor in Dallas, Texas as its authorized agent for such
purpose and the acceptance of such appointment by such successor. The Company
shall provide Consultant in writing the name and address of such successor
agent. With respect to any such action in any court of the State of Texas or
any United States federal court in Dallas, Dallas County, Texas, U.S.A. service
of process upon Maxus' General Counsel, as the authorized agent of the Company



Page 121 of 154
for service of process, and written notice of such service to the Company,
shall be deemed, in every respect, effective service of process upon the
Company.

(c) nothing in this Section 14 shall affect the right of any party
to serve legal proces;; in any other manner permitted by law or affect the right
of any party to bring any action or proceeding against any other party or its
property in the court:-, of other jurisdictions.

14. Should any provision hereof be unenforceable or otherwise
illegal, the remainder of this Agreement shall not be affected, and
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the provision held to be unenforceable or illegal shall be reformed to the
extent (and only to the extent) necessary to make it enforceable and legal.

Executed as of the 1st day of May, 1995.

YPF SOCIEDAD ANONIMA

By: [ILLEGIBLE]

/s/ C. L. BLACKBURN

C. L. Blackburn
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ASSIGNMENT OF

INTERNATIONAL CONSULTING AGREEMENT

This Assignment of International Consulting Agreement is entered into
as of this 2nd day of November, 1995 by and among YPF Sociedad Anonima, a
sociedad anonima organized under the laws of the Republic of Argentina ("YPF"),
Maxus Energy Corporation, a Delaware corporation ("Maxus"), and C. L. Blackburn
("31ackburn").

WHEREAS, YPF and Blackburn have heretofore entered into an
International Consulting Agreement (the "Consulting Agreement") effective as of
Ma/ 1, 1995; and

WHEREAS, YPF owns all of the issued and outstanding common stock of
Maxus; and

WHEREAS, YPF has determined that Maxus will be its principal
international oil and gas exploration and production subsidiary, responsible
for substantially all oil and gas exploration and production activities outside
Argentina; and

WHEREAS, consistent with Maxus' role as YPF's principal international
oil and gas exploration and production subsidiary, YPF has transferred or
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intends to transfer ce-rtain rights to explore for and produce oil and gas in
Bolivia, Peru, Ecuador, the United States and other countries; and

WHEREAS, the parties hereto have agreed that in view of Maxus' role as
YPF's principal international oil and gas exploration and production subsidiary
it is appropriate and in the parties' interests for YPF to assign its rights
and obligations under the Consulting Agreement to Maxus;

NOW THEREFORE, for and in consideration of Ten Dollars ($10.00) and
otner good and valuable consideration, the receipt and adequacy of which are
hereby acknowledged, the parties hereto agree as follows:

1. YPF herety assigns, and Maxus hereby accepts and agrees to perform
on the terms and conditions set forth herein, all of YPF's rights and
obligations under the Consulting Agreement effective as of May 1, 1995.

2. Blackburn hereby consents to the assignment of YPF's rights and
obligations under the Consulting Agreement to Maxus on the terms and conditions
set forth herein and that the "Consulting Services" (as defined in the
Consulting Agreement) will be performed for Maxus.
<PAGE> 2

3. Any provision in this Agreement or the Consulting Agreement to the
contrary notwithstanding, the parties hereto agree as follows:

a. In lieu of the access contemplated by Section 1 of the
Consulting Agreement, Blackburn shall have direct access to Nells
Leon, the Chief Executive Officer of YPF and a director of Maxus, and
Roberto Monti, the President and Chief Executive Officer of Maxus, or
their successors.

b. Elackburn shall send any invoices for or in connection
with Consulting Services or expense reimbursement as contemplated by
Sections 3 and 4 of the Consulting Agreement, respectively, to Maxus
Energy Corporation, 717 N. Harwood Street, Suite 3300, Dallas, Texas
75201, Attn: Controller, or such other address as may be specified in
writing by Maxus.

c. Naxus shall provide Blackburn office space, parking,
supplies and support services in Maxus1 headquarters' offices in
Dallas on an as needed basis if and when Blackburn determines to
perform Consulting Services at such offices, and YPF shall provide
Blackburn office space, parking, supplies and support services in
YPF's headquarters' offices in Buenos Aires, Argentina on an as needed
basis if and when Blackburn determines to perform Consulting Services
at such offices.

4. Maxus and Blackburn agree that the Consulting Agreement remains in
full force and effect as modified hereby.

THIS Assignment of International Consulting Agreement may be signed in
any number of counterparts and shall be effective when executed by all three
parties identified below.

Dane:

November 7, 1995

Date:

November 9, 1995

YPF SOCIEDAD ANoNIMA

By /S/ CEDRIC BRIDGER

MAXUS ENERGY CORPORATION

By /S/ W. MARK MILLER

Date:

November 2, 1995 By /s/ C. L. BLACKBURN

C. L. BLACKBURN

bcc w/enc:

</TEXT>

L. Englebrecht
R. Clabiorne
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MAXUS SEVERANCE AGREEMENT

This Severance Agreement is made and entered into between Maxus
Energy Corporation ("Kaxus") and Roberto Luis Monti ("Executive")/ effective
for all purposes as of August 3, 1995.

WHEREAS, as an additional inducement to Executive to accept
employment with Maxus and to devote his best efforts to the business of Maxus,
Maxus is desirous of offering him this severance agreement; and

WHEREAS, Executive is desirous of accepting employment with Maxus
and receiving this severance agreement;

NOW, THEREFORE, Maxus and Executive hereby agree to the following:

SECTION 1 - DEFINITIONS

Whenever used herein, the following capitalized terms shall have
the meanings set forth below, unless expressly provided otherwise.

(a) BENEFICIARY means the beneficiary designated (and not
revoked) by Executive in writing, filed with Maxus in a form
acceptable to it, to receive any payment to be made on
behalf of Executive after his death pursuant to this
Agreement, and if no such designation exists, his surviving
spouse or, if none, his estate.

(b) BOARD means the Board of Directors of Maxus.

(c) CAUSE means the termination of Executive's employment with
Maxus due to (i) the willful and continued failure for a
period of 30 days by Executive to perform substantially all
of Executive's duties with Maxus, following a demand by
Maxjs for substantial performance of his duties, which
demand specifies the manner in which Executive has not
performed his duties, other than any such failure resulting
fro:n Executive's incapacity due to physical or mental
illness, or (ii) the willful engaging by Executive in gross
misronduct materially and demonstrably injurious to Maxus.
For purposes of this definition, an act or failure to act on
Executive's part shall not be considered "willful" if done
or omitted to be done by Executive in good faith and with
reasonable belief that Executive's action or omission was in
the best interest of Maxus.

(d) DISABILITY means a mental or physical disability of
Executive, which, in the opinion of Executive's physician,
prevents Executive
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from performing his regular duties and is expected to be of
lone} continued duration or to result in death.

(e) EMPLOYMENT means employment with Maxus.

(f) SEVERANCE PAYMENT means a payment in cash or by wire
transfer of U.S. $3 million, less any other severance
payment, if any, due Executive by Maxus.

(g) TAKEOVER means either (i) any transfer of shares or other
corporate restructuring whereby Maxus ceases to be a
corporation directly or indirectly controlled by YPF S.A., a
corporation organized under the laws of Argentina ("YPF");
or (ii) a "controlled acguisition"of YPF, as defined in
Section 7(d) of YPF's by-laws or any successor provision
thereto, or a change in the composition of the Class D
directors of YPF, at any Stockholders' Meeting or over any
per..od of time encompassing not more than two successive
Stockholders' Meetings, so that a majority of the Class D
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directors are persons who were not proposed as candidates by
the Class D directors sitting at the date or dates the new
directors comprising such majority were elected.

SECTION 2 - PAYMENT OF SEVERANCE

If Executive's Employment is terminated (i) by either Executive or
Maxus because of his Disability or death, or (ii) by Maxus other than for
Cause, or (iii) by Executive within six months following a Takeover for any
reason (other than to accept employment with YPF), or (iv) by Executive for any
reason on or after reaching the age of 65 years, Maxus shall immediately pay to
Executive the Severance Payment. If, however, Executive's Employment is
terminated by Executive for any other reason, including, without limitation, to
accept employment with YPF, no Severance Payment shall be due or payable to
Executive under this Agreement.

SECTION 3 - NO EMPLOYMENT RIGHTS

Nothing contained herein shall be construed as a contract of
employment between Maxus and Executive, or as granting Executive a continued
right of employment or as a limitation on the right of Maxus to discharge
Executive at any time, with or without Cause.

SECTION 4 - NON-ALIENATION OF BENEFITS

No right or payment under this Agreement shall be subject to
anticipation, alienation, sale, assignment, pledge, encumbrance or charge by
Executive (or his Beneficiary), and any attempt to anticipate, alienate, sell,
assign,
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pledge, encumber or charge the same will be void. Further, no right or payment
hereunder shall in any manner be liable for or subject to any debts, contracts,
liabilities or torts of Executive (or his Beneficiary). If Executive (or his
Beneficiary) shall become bankrupt or attempt to anticipate, alienate, assign,
sell, pledge, encumber or charge any right or payment hereunder, or if any
creditor shall attempt to subject the same to a writ of garnishment,
attachment, execution, sequestration, or any other form of process or
involuntary lien or seizure, then such right or payment shall be held by Maxus
for the sole benefit of Executive (or his Beneficiary, as the case may be) in
such manner as the Board shall deem proper, free and clear of the claims of any
other party whatsoever.

SECTION 5 - WITHHOLDING OF TAXES

Maxus shall deduct from any payment due Executive (or his
Beneficiary) hereundej:, any taxes which it determines are required by law to be
withheld from such payment.

SECTION 6 - ARBITRATION

Any dispute under this Agreement shall be settled by arbitration.
Either party by notice in writing to the other may request arbitration and
shall specify the nature of the dispute. Within five days thereafter the
parties may designate a single arbitrator, or absent such mutual designation,
within the next five days each party shall appoint an arbitrator, who in turn
shall jointly select a third arbitrator within the next five days. Absent
agreement on such thi::d arbitrator, the parties agree to seek the assistance of
the American Arbitration Association in this regard. The decision of the
single arbitrator or the joint decision of the three arbitrators, which shall
also apportion the arbitration expense between the parties, shall be binding
and enforceable on the; parties in the same manner as a final decision of a
court of competent jurisdiction.

The provisions of the foregoing paragraph shall survive
termination of this Agreement.

SECTION 7 - AMENDMENT

No provision of this Agreement may be modified, waived or
discharged unless evidenced by written agreement executed by both parties.

SECTION 8 - GOVERNING LAW
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The validity, construction, interpretation and effect of this

Agreement and all rights of any and all persons having or claiming o have any
interest in the Agreenent shall be governed by the laws of the State of Texas.

-3-
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IN WITNESS WHEREOF, Maxus and Executive have executed this
Agreement in one or more counterparts, each of which shall be deemed an
original and all of which shall constitute one and the same instrument,
effective for all purposes as of the date first provided above.

MAXUS ENERGY CORPORATION

BY: /s/ W. MARK MILLER

Vice President

EXECUTIVE

/s/ ROBERTO LUIS MONTI

Roberto Luis Monti
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Exhibit 10.18

COMPENSATION AGREEMENT

THIS AGREEMENT is made on the 27th day of December, 1995 between Maxus Energy
Corporation, a company incorporated under the laws of the State of Delaware,
United States of America, whose principal office is located at 717 North
Harwood Street, Dallas, Texas 75201 (the "Company") and Roberto L. Monti (the
"Executive") .

WHSREAS, the Executive and the Company have entered into certain understandings
related to the payment of compensation, performance of services and location of
duties to be performed, and

WHEREAS, the Executive and the Company have agreed that to defer payment of
certain compensation that may be earned by the Executive, and

WHEREAS, such agreement was made prior to the Executive's performance of any
duties for the Company and its affiliates in the United States or earning any
compensation with respect thereto in or for periods subsequent to December 31,
19')5, and

WHBREAS, the Executive and the Company desire to memorialize such agreements in
a written agreement,

IT IS HEREBY AGREED as follows:

1. Time Covered
The Executive shall be compensated by the Company under the terms of
this Agreement beginning with the first day of January 1996. This
Agreement may be terminated at any time by the Executive or the
Company. In no event shall any payments be due under this Agreement
until the date specified in paragraph 5 of this Agreement.

<PAGE> 2
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3.

Services Covered
The Executive: shall hold office and serve the Company as President and
Chief Executive Officer at the pleasure of the Board of Directors of
the Company 'the "Board"). In such capacity, the Executive shall
perform the duties and exercise the powers consistent with such
offices which may from time to time be assigned to or vested in him by
the By-Laws of the Company and Board, and the Executive shall from
time to time give to the Board all such information regarding such
matters as it: shall require and shall implement and apply the policy
of the Company.

From time to time, the Executive will be required to perform services
on behalf of the Company or its affiliates outside of the United
States. Said duties will include, but not be limited to, review of
acquisition candidates, stewardship duties, management liaison and
other strategic corporate functions.

It is expected that such acquisition candidates will normally be
located outside of the United States, and the services performed in
connection with any reviews shall be performed outside of the United
States. It is also expected that stewardship and management liaison
services will normally require visits to and meetings at the offices
of YPF Sociedad Anonima, the Company's controlling shareholder in
Argentina.

Compensation for Services
During the term of this Agreement, the Company shall pay the Executive
(a) for services performed outside of the United States while a
resident in the United States a monthly base salary of US$16,667 (the
"Foreign Service Pay") and (b) for other services performed a monthly
base salary of US $50,000.

<PAGE>
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Deferral of Payment
The Company and the Executive agree to defer payment of the Foreign
Service Pay. It is agreed that the Company shall instead credit, on
the last day of each month US$16,667 to a "deferral account." In
addition, the; Company shall add to the deferral account, on the first
day and the ^.5th day of each month, beginning February 15, 1996, an
amount equal to 1/24 of the prime rate multiplied by the balance in
the deferral account as of the close of the preceding day (the
"earnings addition"). For this purpose, the prime rate applicable to
a given date shall be equal to the month end prime lending rate as
reported in the Wall Street Journal for the immediately preceding
month or, if the Wall Street Journal does not report such rate, the
prime rate applicable to a given date will be equal to the month end
prime lendinq rate offered by the Chase Manhattan Bank, New York, N.Y.
for the immediately preceding month.

At no time while resident in the United States shall the Executive
have any control over payment of the amounts in the deferral account,
nor shall the obligation be funded or secured, nor shall the Executive
have any right against the Company or any of its affiliates with
respect to any portion of the deferral account, except as a general
unsecured creditor.

5. Payment of Balance in Deferral Account
The Executive shall be entitled to payment of such amounts as
determined in paragraph 4 thirty (30) days after the termination of
the Executive's employment with the Company and the payment will be
made in a lump-sum.

<PAGE>
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The Executivi; shall be entitled to make a one time, irrevocable
election to withdraw the balance in the deferral account within 15
days after December 31, 1998 in the event that he has not received or
is otherwise not entitled to receive payment. If such election is
made, an amount equal to the most recent annual "earnings addition"
will be deducted from the deferral account before payment to the
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Executive. In addition, the Executive shall be entitled to withdraw
the entire amount in the deferral account in the event that the
Executive; experiences a "financial hardship." The determination of
the existence of a financial hardship shall be made solely by the
Company, taking into consideration the severity of the hardship and
other sources of funds available to the Executive, but the balance in
the deferral account shall not be unreasonably withheld. No deduction
of any "earnings addition" shall be made from the deferral account if
withdrawal is made on account of "financial hardship."

6. Scope of Agreement
Nothing in this Agreement is intended to or shall be construed to
impact, enhance, impair or reduce the Executive's right to participate
in or coverage, obligations or rights under (a) the Company's
qualified and non-qualified benefit plans, policies and arrangements
or (b) that certain Severance Agreement dated August 3, 1995 between
the Executive and the Company.

-4-
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7. Governing Laws

This contract shall be governed by and construed under the Laws of the
State of Delaware.

/s/ Roberto L. Monti

Roberto L. Monti

MAXUS ENERGY CORPORATION

By: /S/ W. MARK MILLAR

Executive Vice President

-5-
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EXHIBIT 10.19

SERVICES AGREEMENT

THIS SERVICES AGREEMENT (this "Agreement") is entered into as of April
5, 1995 (the "Effective Date"), by and between PETER D. GAFFNEY ("Gaffney") and
MAXUS ENERGY CORPORATION, a Delaware corporation ("Maxus").

WHEREAS:

YPF, S.A. ("YPF") has tendered for all of the issued and outstanding
common stock of Maxus, resulting in Maxus becoming a subsidiary of YPF.

Recognizing Gaffney's unique knowledge, abilities and expertise, the
board of directors of Maxus (the "Maxus Board") and the management of YPF have
requested that Gaffney serve as Chief Executive Officer of Maxus.

NOW THEREFOF.E, in consideration of the premises and the mutual
covenants and agreements set forth herein, the parties hereto agree as follows:

1. EMPLOYMENT. Maxus hereby agrees to employ Gaffney, and Gaffney
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hereby agrees to be employed by Maxus, for a term commencing on the date hereof
and terminating on September 30, 1995 (the "Employment Period"), subject to
extension by the mutu.il consent of the parties or earlier termination in
accordance with Section 4 hereof.

2. SERVICES. During the Employment Period, Gaffney will hold the
position of Chief Executive Officer of Maxus and in this capacity shall have
such responsibilities and duties as are consistent with such position, as well
as such additional duties as may be designated by the Maxus Board, provided
that in no event shall the scope of Gaffney's duties and the extent of
Gaffney's responsibilities be substantially different from the duties and
responsibilities usually associated with the position of chief executive
officer of a corporation similar in size and function to Maxus. In performing
his duties, Gaffney shall report, and be answerable only to, the Maxus Board,
acting through its Chairman of the Board or collectively. During the Employment
Period, Gaffney shall devote his best efforts and substantially all of his
business time, skill ,md attention to the business of Maxus. Notwithstanding
anything to the contrary set forth herein, Gaffney shall be entitled to
participate in such business and professional activities as may be approved
from time to time by :he Maxus Board. In any event, Gaffney shall not be
prevented from devoting reasonable periods of time during normal business hours
to (a) serving the Society of Petroleum Engineers ("SPE") as President or in
any other capacity and performing related functions, (b) engaging in any
professional, civic oc charitable activity consistent with his employment, and
(c) investing and managing Gaffney's personal assets. It is expressly
understood and agreed that to the extent any such activities have been
conducted by Gaffney prior to the Effective Date, the continued conduct of
such activities (or the conduct of activities similar in nature and scope
thereto) subsequent to the Effective Date shall not be deemed to interfere with
the performance of GaCfney's responsibilities to Maxus.

<F'AGE> 2
3. COMPENSATION AND BENEFITS.

(a) Salary. From the Effective Date until the date of
termination of this Agreement in accordance with its terms, Maxus shall pay
Gaffney a salary of $30,000 per month, payable in arrears on the first business
day of each month. Gaffney's salary shall not be reduced during the Employment
Period. Upon the execution of this Agreement, Maxus shall pay Gaffney all
salary amounts earned under this Section 3 (a) since the Effective Date but not
pjiid as of the date of execution hereof.

(b) Benefits. In addition to the compensation specified
above, Gaffney shall oe entitled to only the following benefits:

(i) participation in any health insurance,
disability insurance Dr other welfare benefit program made generally available
to the officers of Maxus, including, without limitation, full health,
disability and dental coverage for Gaffney and spouse;

(ii) a period of vacation with salary consistent
with the current poliry of Maxus, as the same may be changed from time to time;

expenses incurred by Saffney in furtherance of the interests of Maxus in
accordance with the current policy of Maxus, as the same may be changed from
time to time;

(iv) reimbursement for reasonable expenses
incurred by Gaffney and spouse in connection with attending SPE meetings and
rolated functions and reimbursement of reasonable expenses incurred by Gaffney
in connection with other professional and energy industry meetings and related
functions;

(v) all reasonable costs associated with
Griffney's relocation to Dallas, Texas and the performance of services under
this Agreement, including, without limitations, payment or reimbursement of,
rental of a suitable furnished apartment or house in Dallas, Texas, the lease
of an automobile, legal costs associated with U.S. immigration compliance and
other legal costs incurred by Gaffney in connection with his employment with
M.ixus; and

(vi) payment of initiation and monthly (or other
periodic) fees and dues for Gaffney to be a full member of the Dallas Petroleum



Page 129 of 154
Club during the Employment Period.

(c) Maxus shall have the right to deduct and withhold
from compensation payable to Gaffney all social security and other federal,
state and local taxes and charges which are currently or which may hereafter be
required by law.

(d) Notwithstanding anything in this Agreement or in any
ccmpensation or employee benefit plan or program of Maxus that provides for
incentive or deferred compensation or retiree benefits, including health
insurance, life insurance or pension benefits (whether pursuant to a qualified
or nonqualified plan), to the contrary, Gaffney hereby expressly agrees and

2
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acknowledges that he shall not be entitled to participate in or receive any
such incentive or deferred compensation or retiree benefits and, to the extent
applicable, Gaffney hereby waives his automatic participation in such plans and
programs.

4. TERMINATION OF EMPLOYMENT. The following provisions shall be
applicable to a termination of employment under this Agreement:

(a) Maxus may terminate Gaffney's employment under this
Agreement at any time. If Maxus terminates Gaffney's employment, Gaffney shall
be entitled to any unpaid salary (pro rated through and including the date of
termination). In addition, Gaffney shall be entitled to receive an amount equal
to the compensation he: would have been entitled to receive under this Agreement
through the end of the Employment Period. The aforesaid cash payments shall be
payable in a single lump sum upon termination.

(b) Gaffney shall be entitled to terminate his employment
hereunder at any time. If Gaffney terminates his employment hereunder, the
provisions of Section 4(a) shall apply.

(c) Any termination by act of Maxus or Gaffney pursuant
tc Sections 4(a) or (b) above shall be communicated by a written notice of
termination to the other party hereto and, further, in the event Gaffney shall
terminate this Agreement such notice shall be sent to Maxus at least thirty
(30) days prior to the date of termination.

5. CONFIDENTIAL INFORMATION. Gaffney shall take all reasonable
steps to safeguard Confidential Information (as herein defined) and to protect
such Confidential Information against disclosure, misuse, loss or theft. The
term "Confidential Information" shall mean any information not generally known
in the relevant trade or industry, which was obtained from Maxus or which was
learned, discovered, developed, conceived, originated or prepared during or as
a result of the performance of any services by Gaffney on behalf of Maxus.

6. DIRECTORSHIP. During the Employment Period and for so long
thereafter as Gaffney may remain employed by Maxus, Maxus agrees to nominate
Gaffney to the Maxus Hoard at each meeting of stockholders called for the
purpose of electing directors of Maxus. Maxus further agrees that Gaffney shall
be appointed to the Executive Committee (or any committee with similar
functions and powers) of the Maxus Board, if any.

7. CONTINUANCE OF LEGAL PROTECTIONS. Maxus agrees that
all rights to indemnification and exculpation in respect of actions taken by
Gaffney during the Employment Period, which rights shall be those now existing
in favor of the employees, agents, directors or officers of Maxus as provided
in the certificate of incorporation or bylaws of Maxus shall survive the
termination of employnent and continue in full force and effect. Maxus shall
cause to be maintained in effect throughout the Employment Period, and for a
period of seven years from the date of termination of employment, the current
policies of directors' and officers' liability insurance (or policies that have
substantially the same coverages and other material terms as contained in the
current policies of directors' and officers' liability insurance) with respect
to all matters occurrr.ng during, or as a result of, Gaffney's employment by
Maxus; provided that :.f any claim is asserted or made within such period, such
insurance will be continued in respect of such claim until the final
disposition thereof, notwithstanding the foregoing, in the event that policies
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of directors' and officers' liability insurance are not being issued by
reputable carriers wi;h coverages and other material terms substantially the
same as contained in current policies maintained by Maxus, Maxus shall obtain
and maintain policies of directors' and officers' liability insurance with the
maximum coverages then commercially available.

8. CERTAIN PUBLIC INFORMATION. Any press release or other public
information concerning Gaffney, or the position held by Gaffney at Maxus,
including without limitation, any press release relating to the termination of
Gaffney's employment, shall be submitted to Gaffney for prior written approval,
which approval shall not be unreasonably withheld.

9. SUCCESSORS AND ASSIGNS. This Agreement will be binding upon,
arid inure to the benefit of, Maxus and its affiliates and its successors and
assigns, and shall be binding upon and inure to the benefit of Gaffney, and his
legal representatives and assigns.

10. MODIFICATION OR WAIVER. No amendment, modification, waiver,
termination or cancellation of this Agreement shall be binding or effective for
any purpose unless it is made in a writing signed by the party against whom
enforcement of such amendment, modification, waiver, termination or
cancellation is sought.

11. GOVERNING LAW. THIS AGREEMENT WILL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS (EXCLUSIVE OF
CONFLICTS OF LAW PRINCIPLES) AND WILL, TO THE MAXIMUM EXTENT PRACTICABLE, BE
DF.EMED TO CALL FOR PERFORMANCE IN DALLAS COUNTY, TEXAS.

12. SEVEXABILITY. Whenever possible, each provision and term of
this Agreement shall oe interpreted in such manner as to be effective and valid
under applicable law, but if any provision or term of this Agreement shall be
held to be prohibited by or invalid under such applicable law, then such
provision or term shall be ineffective only to the extent of such prohibition
or invalidity, without invalidating or affecting in any manner whatsoever the
remainder of such provisions or term or the remaining provisions or terms of
this Agreement.

13. COUNTERPARTS. This Agreement may be executed on separate
counterparts each of rfhich is deemed to be an original and all of which taken
together constitute one and the same agreement.

14. ENTIRE AGREEMENT. This Agreement constitutes the entire
agreement of the parties with respect to the subject matter hereof and
supersedes all other prior agreements and undertakings, both written and oral,
among the parties with respect to the subject matter hereof.

4
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IN WITNESS WHEREOF, the undersigned have executed this Agreement as of
the date first above written.

"MAXUS"

By: /s/ MARK GENTRY

Name: Mark Gentry

Title: Vice President

<?AGE> 6

"Gaffney"

/s/ PETER D. GAFFNEY
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Peter D. Gaffney
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EXHIBIT 10.20

SECONDMENT AGREEMENT

THIS SECONDMENT AGREEMENT (this "Agreement") is entered into as of
April 5, 1995 (the "Effective Date"), by and between Gaffney, Cline &
Associates, Inc. ("GCA"), YPF, S.A. ("YPF") and Maxus Energy Corporation
("Maxus").

W H E R E A S :

YPF and Maxus have requested that Peter D. Gaffney ("Gaffney") serve
as Chief Executive Officer and a Director of Maxus.

Gaffney is currently a principal of GCA and its affiliates.

GCA and its affiliates are international energy consultants providing
services to a broad base of clients, including YPF and Maxus.

GCA is willing to consent to the secondment of Gaffney to Maxus on the
terms and conditions described herein.

NOW THEREFOR!:, in consideration of the premises and the mutual
consents and agreements set forth herein, the parties hereto agree as follows:

1. Secondment. GCA consents to the secondment of Gaffney to Maxus
for a term commencing on the date hereof and terminating September 30, 1995
(the "Initial Term"); provided that the term may be extended (each extension,
ar "Extension Period"] by mutual consent of the parties.

2. Initial Fee; Extension Fees. Upon execution of this Agreement,
Maxus shall pay GCA a fee (the "Initial Fee") of $500,000 (U.S.). In the event
the parties agree to an Extension Period, Maxus shall pay an additional fee (an
"Extension Fee") of $1:00,000 (U.S.) on or before the commencement of such
Extension Period. The Initial Fee and any Extension Fee are nonrefundable
notwithstanding the termination of Gaffney's employment with Maxus during the
Initial Term or during any Extension Period, as the case may be.

3. Existing Arrangements. Each of the parties hereto acknowledges
that YPF and Maxus have existing contractual arrangements with GCA (the
"Existing Arrangement:;") pursuant to which GCA provides professional services
to YPF, Maxus and their respective affiliates. Each of the parties hereto
further acknowledges that such Existing Arrangements are anticipated to
continue in effect for the foreseeable future. By executing this Agreement, YPF
and Maxus each ratifies and affirms such Existing Arrangements and expressly
waives any actual or potential conflict of interest now existing, or that may
hereafter arise, as a result of or relating to Gaffney's secondment to Maxus
and the continued performance of GCA under the Existing Arrangements during and
after the Initial Tern and any Extension Period.

4. Indemnification.

a. Scope of Indemnity. Each of YPF and Maxus shall
indemnify GCA and its affiliates and their respective officers, directors,
shareholders, employees, agents and attorneys (each, a "GCA Indemnitee")
against and hold GCA ::ndemnitee harmless from any judgments,
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fines, losses, claims, costs (including, without limitation, court costs and
costs of settlement incurred by GCA Indemnitee) and reasonable expenses
(including, without limitation, reasonable attorneys' fees) sustained or
incurred by GCA Indemnitee in connection with any threatened, pending or
completed action, sui1: or proceeding, whether civil, criminal, administrative
o: investigative (including any action by or in the right of YPF or Maxus, as
the case may be), if GCA Indemnitee is or was a party or is threatened to be
made a party thereto by reason of (directly or indirectly) (i) the fact that
Gaffney is or was a director or officer of Maxus, (ii) the fact that Gaffney is
or was serving at the request of YPF or Maxus as a director, officer, employee,
agent or trustee of another corporation, partnership, joint venture, trust or
other enterprise, or ;iii) any action or inaction (negligent or otherwise) by
Gaffney while acting as a director or officer of Maxus or as a director,
officer, employee, agent or trustee of another corporation, partnership, joint
venture, trust or other enterprise at the request of YPF or Maxus. In the event
that any claim or demand for which YPF or Maxus would be liable to GCA
Indemnitee hereunder is asserted against or sought to be collected from GCA
Indemnitee by a third party, YPF or Maxus, as the case may be, shall, at its
sole cost and expense, assume the defense of such claim or demand; provided,
however, that in the event GCA is advised by counsel that it may have defenses
different from or in addition to those that may be asserted by YPF or Maxus in
its own behalf, GCA Indemnitee shall have the right to retain separate legal
counsel to monitor the status and disposition of any claim or demand for which
YPF or Maxus would be liable to GCA Indemnitee hereunder and, further, GCA
Indemnitee and GCA Indemnitee's counsel shall be entitled to participate in,
jointly with the counsel of YPF or Maxus in defending such action and the costs
of so doing shall be fully covered by the indemnity provided by this Agreement.

b. Expenses Related to Indemnity. Expenses incurred by
GCA Indemnitee in defending an action, suit or proceeding referenced in Section
4(a) hereof shall be paid by YPF or Maxus, as the case may be, in advance of
the final disposition of such action, suit or proceeding at the written request
of the GCA Indemnitee and upon the presentation of documents supporting the
expenses for which reimbursement is sought. Prompt payment shall be made of any
request for an advance pursuant to this Section 4(b) and in any event within
ten (10) business days of receipt of the written request of the GCA Indemnitee.
GCA Indemnitee may contest any refusal to make an advance by petitioning a
court of appropriate jurisdiction to make an independent determination
respecting Indemnitee's right to receive an advance, in accordance with the
terms of Section 4(c) hereof.

c. Enforcement of Indemnity Rights. The right to
indemnification or advances as provided by this Agreement shall be enforceable
by GCA Indemnitee in any court of competent jurisdiction. YPF or Maxus, as the
case may be, shall have the burden of proving that indemnification or advances
are not required. YPF and Maxus agree to indemnify GCA Indemnitee against and
hold GCA Indemnitee harmless from any judgments, fines, losses, claims, costs
(including, without limitation, costs of settlement incurred by GCA Indemnitee)
and reasonable expenses (including, without limitation, reasonable attorney's
fees and court costs) sustained or incurred by GCA Indemnitee in connection
with an action, suit or proceeding to establish GCA Indemnitee's rights to
indemnification or advances pursuant to this Agreement if such right to
indemnification is established or agreed to in part or in whole.

d. Survival of Indemnity Rights. The indemnity rights
set forth in this Section 4 shall survive the termination of Gaffney's
employment with Maxus.

2
<PAGE> 3

5. Successors and Assigns. This Agreement will be binding upon,
and inure to the benefit of Maxus, YPF and their respective affiliates,
successors and assigns and shall be binding upon and inure to the benefit of
GCi\ and its affiliates (including, without limitation, each GCA Indemnitee) ,
successors and assigns.

6. Modification or Waiver. No amendment, modification, waiver,
termination or cancellation for this Agreement shall be binding or effective
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for any purpose unless it is made in a writing signed by the party against whom
enforcement of such amendment, modification, waiver, termination or
cancellation is sought; it being understood and agreed that GCA shall be
entitled to amend, modify, waive, terminate or cancel this Agreement on the
behalf of any GCA Indemnitee.

7. Governing Law. THIS AGREEMENT WILL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS (EXCLUSIVE OF
CONFLICTS OF LAW PRINCIPLES) AND WILL, TO THE MAXIMUM EXTENT PRACTICABLE, BE
DEEMED TO CALL FOR PERFORMANCE IN DALLAS COUNTY, TEXAS.

8. Severability. Whenever possible, each provision and term of
this Agreement shall be interpreted in such manner as to be effective and valid
under applicable law, but if any provision or term of this Agreement shall be
held to be prohibited by or invalid under such applicable law, then such
provision or term shall be ineffective only to the extent of such prohibition
or invalidity, without: invalidating or affecting in any manner whatsoever the
remainder of such provisions or term or the remaining provisions or terms of
this Agreement.

9. Counterparts. This Agreement may be executed on separate
counterparts each of which is deemed to be an original and all of which taken
together constitute one and the same agreement.

10. Entire Agreement. This Agreement constitutes the entire
agreement of the parties with respect to the subject matter hereof and
supersedes all other prior agreements and undertakings, both written and oral,
among the parties with respect to the subject matter hereof.

3
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IN WITNESS WKEREOF, the undersigned have executed this Agreement this
2nd day of May, 1995 effective as of the date first above written.

MAXUS ENERGY CORPORATION

By: /s/ MARK GENTRY

Name: Mark Gentry

Title: Vice President

YPF, S.A.

By: /s/ CEDRIC D. BRIDGER

Name: Cedric D. Bridger

Title: Vice President

GAFFNEY, CLINE & ASSOCIATES, INC.

By: /s/ WILLIAM B. CLINE

William B. Cline, President

</TEXT>
</DOCUMENT>
<DOCUMENT>
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Exhibit 10.21

[MAXUS LETTERHEAD]

May 11, 1995

TO: W. Mark Miller

AMENDMENT TO CHANGE IN CONTROL AGREEMENT

Dear Mark:

As you know, a "Change in Control," for purposes of the Change in
Control Agreement between you and Maxus Energy Corporation ("Maxus") dated
December 1, 1991 (the "Agreement"), occurred on April 5, 1995. In conjunction
with the Change in Control, Maxus has agreed to request executives to agree to
a post-Change in Control "standstill" period with respect to their agreements.
The purpose of the "standstill" period is to help facilitate an orderly
transition in the management of Maxus following the Change in Control. As
consideration for your agreeing to a "standstill" period, Maxus will protect
any severance benefit;; that could be lost under the terms of the Agreement by
your continued employment during this "standstill" period. Accordingly, Maxus
is hereby requesting that you agree to the following amendments to your
Agreement:

1. Maxus; agrees to continue your employment at your current job,
at your current rate of base pay and with employee plan benefits at the levels
and on the terms currently provided to you until June 30, 1995, and you agree
not to terminate your employment prior to July 1, 1995.

2. If Maxus terminates your employment prior to July 1, 1995 for
any reason other than for "Cause", as defined in the Agreement, it will pay you
the severance compensation and benefits as set forth in the Agreement, without
reduction with respect, to the period of your continued employment following the
date of the Change in Control.

3. If you terminate your employment prior to July 1, 1995, you
will not be entitled to any payments or benefits under the Agreement.

4. The "Period of Employment", as defined in the Agreement, will
be deemed for all purposes of the Agreement to commence on July 1, 1995.
<PAGE> 2

5. If you continue your employment with Maxus after June 30,
1995, the Agreement shall remain in full force and effect as originally
written, except as amended by the terms of this letter.

If you agree to this letter amendment to your Agreement, please
promptly sign, date and return this letter to the undersigned. The enclosed
copy is for your files;.

Sincerely,

Is/ MARK J. GENTRY

Mark J. Gentry

AGREED TO THIS
19th DAY OF May, :.995

/s/ W. MARK MILLER

W. Mark Miller
</TEXT>
</DOCUMENT>



Page 135 of 154
<DOCUMENT>
<TYPE>EX-10.22
<SEQUENCE>11
<DESCRIPTION>EMPLOYMENT AGREEMENT
<TEXT>

<PAGE> 1
Exhibit 10.22

EMPLOYMENT AGREEMENT

This EMPLOYMENT AGREEMENT ("Agreement"), effective as of July 1, 1995,
by and between Maxus Energy Corporation, a Delaware corporation (the "Company")
and W. Mark Miller (the Executive").

WITNESSETH:

WHEREAS, the Executive is a senior executive of the Company and is
expected to make major contributions to the success of the Company; and

WHEREAS, the Company desires to continue receiving the services of the
Executive; and

WHEREAS, the Executive is willing to continue rendering services to
the Company on the terms and subject to the conditions set forth in this
Agreement;

NOW, THEREFORE, the Company and the Executive agree as follows:

1. Term of Agreement: The period during which this Agreement shall
be in effect (the "Term") shall commence as of July 1, 1995 and, subject to the
further provisions hereof, shall expire as of the close of business on June 30,
1939.

2. Employment: (a) Subject to the further terms and conditions of
this Agreement, during the Term the Company shall continue the Executive in its
employ at a grade level that is the same as, or is equivalent to, or, in the
Company's discretion is higher than, his grade level immediately prior to the
commencement of the Term. The Company may change the Executive's position,
title, duties and/or responsibilities with the Company
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from time to time during the Term; provided, however, the Company shall not
assign the Executive to a position the base pay of which would generally be
valued in a competitive market as materially less than the Executive's Base Pay
(as that term is hereafter defined). For purposes of this Agreement,
employment with an affiliate of the Company shall be deemed employment with the
Company. Throughout tie Term, the Executive shall devote substantially all of
his time during normal business hours (subject to vacations, sick leave and
other absences in accordance with the policies of the Company as in effect for
senior executives) to :he business and affairs of the Company, but nothing in
this Agreement shall preclude the Executive from devoting reasonable periods of
time during normal business hours to (i) serving as a director, trustee or
member of or participant in any organization or business so long as such
activity would not constitute Competitive Activity (as that term is hereafter
defined) if conducted by the Executive after the Executive's Termination Date
(as that term is hereafter defined), (ii) engaging in charitable and community
activities, or (iii) managing his personal investments.

(b) During the Term, the Executive shall be subject to reassignment
to any of the Company's foreign or domestic locations at any time. On
reassignment, the Company will attempt to take into account a number of
factors, including the personal goals and desires, experience and performance
of the Executive, and the needs of the Company. While an effort will be made
to consider the needs and requirements of the Executive, the Company does not
represent or promise that the Executive's needs will be accommodated and the
Corr.pany reserves the r:.ght to select the location of the Executive's work
assignment.
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3. Compensation During Term: (a) During the Term, the Executive
shall (i) receive an annual salary at a rate not less than the Executive's
annual base salary payable monthly or otherwise as in effect immediately prior
to the commencement of the Term or such higher rate as may be determined from
time to time thereafter by the Board of Directors of the Company (the "Board")
or the Compensation Committee thereof (which base salary at such rate is herein
referred to as "Base Pay") and (ii) participate in such incentive pay plan(s)
01 program(s) maintained by the Company for its senior executives at a level
commensurate with similarly situated senior executives of the Company;
provided, however, the sum of the Executive's Base Pay and incentive pay (the
"Total Pay") for any year during the Term shall not be less than the sum of (x)
the Executive's Base Pay as of the effective date of this Agreement and (y) the
highest annual cash incentive amount paid to the Executive by the Company with
respect to 1992, 1993 or 1994.

(b) During the Term, the Executive shall be a participant in, and
shall be entitled on the same basis as similarly situated senior executives to
the perquisites, benefits and service credit for benefits as provided under,
any and all employee retirement income and welfare benefit policies, plans,
programs, or arrangements in which similarly situated senior executives of the
Company participate, :.ncluding, without limitation, any savings, pension,
supplemental executive retirement or other retirement income or welfare
benefit, deferred compensation, group and/or executive life, health,
medical/hospital or other insurance (whether funded by actual insurance or
self-insured by the Company), disability, salary continuation, expense
reimbursement and other employee benefit policies, plans, programs or
arrangements, including, if and for so long as the Executive is assigned to a
work location
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outside the United States, such premiums, allowances and/or other benefits and
any relocation policies afforded to similarly situated senior expatriate
employees at such location on the same terms and subject to the same
limitations afforded to such other senior expatriate employees (collectively,
"Employee Benefits"); provided, however, that the Executive's rights thereunder
shall be governed by the terms thereof and shall not be enlarged hereunder or
otherwise affected hereby.

(c) The Executive shall receive $76,592 within five business days
after signing this Agreement and delivering same to the Company.

(d) If the Executive remains employed with the Company until June 30,
1996, then within five business days following that date the Company shall pay
the Executive $76,592 in a lump sum as a "stay-on" bonus, regardless of whether
the Executive continues his employment following June 30, 1996.

(e) If the Executive remains employed with the Company until June
30, 1997, then within five business days following that date the Company shall
pay the Executive $76,592 in a lump sum as an additional "stay-on" bonus,
regardless of whether the Executive continues his employment following June 30,
1997.

4. Termination: (a) This Agreement may be terminated by the Company
during the Term only upon the occurrence of one or more of the following
events:

(i) If the Executive is unable to perform the essential functions of
his job (with or without reasonable accommodation) because he has
become permanently disabled within the meaning of, and actually begins
to receive disability benefits
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pursuant to, the long-term disability plan in effect for senior
executives o!~ the Company; or

(ii) The Executive refuses to accept a reassignment to a new work
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location; or

(iii) For "Cause", which for purposes of this Agreement shall mean
that, prior -:o any other termination of employment, the Executive
shall have committed:

(A) an intentional act of fraud, embezzlement or theft in
connection with his duties or in the course of his employment with the
Company;

(B) intentional wrongful damage to property of the Company;

(C) i.ntentional wrongful disclosure of secret processes or
confidential information of the Company; or

(D) intentional wrongful engagement in any Competitive
Activity; and any such foregoing act shall have been materially
harmful to the Company. For purposes of this Agreement, an act, or
failure to act, on the part of the Executive shall be deemed
"intentional" only if done, or omitted to be done, by the Executive
not in good faith and without reasonable belief that his action or
omission was in the best interest of the Company. Notwithstanding the
foregoing, the Executive shall not be deemed to have been terminated
for "Cause" hereunder unless and until there shall have been
delivered to the Executive a copy of a resolution duly adopted by the
affirmative vote of not less than three-quarters of the Board then in
office at a meeting of the Board called and held for such purpose
(after reasor.able notice to the Executive and an opportunity for the
Executive, together with his counsel, to be heard before the Board)
finding that,
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in the good faith opinion of the Board, the Executive had committed an
act set forth above in this Section 4 (a)(iii) and specifying the
particulars thereof in detail. Nothing herein shall limit the right
of the Executive or his beneficiaries to contest the validity or
propriety of any such determination.

(b) This Agreement may be terminated by the Executive during the Term
with the right to benefits as provided in Section 5(a) hereof only upon the
occurrence of one or more of the following events:

(i) Any termination of the employment of the Executive by the
Company for any reason other than for Cause, by reason of the
Executive's disability and the actual receipt of disability
benefits as described in Section 4(a)(i) hereof, or due to
the Executive's refusal to accept a reassignment to a new work
location; or

(ii) The occurrence of any of the following events:

(A) A reduction in the Executive's grade level from
his grade level, or its equivalent, immediately prior to the
commencement of the Term, a reduction in the Executive's Total
Pay or tie termination of the Executive's ability to
participate in any incentive plan or Employee Benefits in
which otner similarly situated senior executives of the
Company • continue to be entitled to participate;

(B) The liquidation, dissolution, merger,
consolidation or reorganization of the Company or transfer of
all or a significant portion of its business and/or assets,
unless the successor or successors (by liquidation.
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merger, consolidation, reorganization or otherwise) to which
all or a significant portion of its business and/or assets
have been transferred shall have assumed (directly or by
operation of law) all duties and obligations of the Company
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under tiis Agreement pursuant to Section 10 hereof; or

(C) Any material breach of this Agreement by the
Company or any successor thereto, which is not remedied
within :en business days after written notice of such breach
is given to the Company by the Executive.

(c) This Agreement shall terminate on the date of the Executive's
termination of employment for any reason not covered by Section 4(a) or (b) or
Section 5(b), including, without limitation, the death of the Executive.

(d) Except as provided below, a termination of the Executive's
employment, whether by the Company or by the Executive, shall not affect any
rights which the Executive may have pursuant to any other agreement, policy,
plan, program or arrangement of the Company providing Employee Benefits, which
rights shall be governed by the terms thereof. However, notwithstanding the
foregoing, the Executive hereby agrees and acknowledges that, regardless of the
reason for his termination of employment, the amount of separation or
severance pay and/or benefits he is entitled to receive, if any, under the
Maxus Energy Corporation Separation Pay Plan, the Maxus International Energy
Company Separation Pay Plan For Expatriate Employees or any other severance
plan or program of the? Company or its affiliates, as in effect on the date of
termination, shall be reduced by any severance compensation he receives or is
entitled to receive under Section 5 hereof. Moreover, if the Executive is not
eligible to receive separation or severance pay and/or benefits under such
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severance plans ar.d programs, the Company agrees (without duplicaton) to pay
the Executive upon termination a minimum severance payment under this Agreement
in an amount, if any, equal to the amount the Executive would have been
entitled to receive under such separation or severance plans or programs had he
bei.;n eligible thereunder in the absence of this Agreement, less any severance
compensation the Executive receives under Section 5 hereof.

5. Severance Compensation: (a) If the Company shall terminate the
Executive's employment during the Term other than pursuant to Section 4 (a)
hereof, or if the Executive shall terminate his employment during the Term
pursuant to Section 4(b) hereof, then, subject to the further provisions of
th:.s Section 5, the Company shall pay to the Executive the amount specified in
Section 5(a)(i) hereof within five business days after the date the Executive's
employment is terminated (the "Termination Date") and shall provide for the
Continuing Employee Benefits specified in Section 5(a)(ii):

(i) In lieu of any further payments of Base Pay and incentive
compensation to the Executive for periods subsequent to the
Termination Date, the Company shall pay the Executive a lump sum
amount (the "Severance Payment") equal to his Total Pay calculated
at the highest rate theretofore paid during the Term multiplied by the
number of years (including fractional years) remaining in the Term,
but not to exceed three years (such period being the "Continuation
Period"); and

(ii) For the remainder of the Continuation Period, the Company shall
provide the Executive with Employee Benefits substantially similar to
those which (,jnd
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on the same terms as) the Executive was receiving or entitled to
receive immedi.ately prior to the Termination Date (the "Continuing
Employee Benefits") (and if and to the extent that such benefits
cannot be paid or provided under any policy, plan, program or
arrangement of the Company, then the Company shall itself pay or
provide for the payment to the Executive, his dependents and
beneficiaries, such Continuing Employee Benefits). Without limiting
the generality of the foregoing, the Continuation Period shall be
considered, to the extent permitted by applicable law, service with
the Company for the purpose of service credits under the Company's
qualified retirement plans and supplemental executive retirement and
other nonqualified benefit plans applicable to the Executive or his
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beneficiarie.s immediately prior to the Termination Date. If and to
the extent any such benefits cannot be paid or provided under the
applicable plan solely due to the fact the Executive is no longer an
officer or employee of the Company, the Company shall itself pay or
provide such benefits to the Executive or, if applicable, his
dependents and beneficiaries. Further, without otherwise limiting the
purposes or effect of Section 6 hereof, the Continuing Employee
Benefits provided to or on behalf of the Executive pursuant to this
Section 5(a)(ii) by reason of any "welfare benefit plan" of the
Company (as -;he term "welfare benefit plan" is defined in Section 3(1)
of the Employee Retirement Income Security Act of 1974, as amended)
shall be reduced to the extent comparable welfare benefits are
actually received by the Executive from another employer during the
Continuation Period.
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(b) If the Executive's employment with the Company is terminated
prior to July 1, 1997, whether by the Company or the Executive, due to his
refusal to accept a reassignment to a new work location, the Company shall pay
the Executive within five business days of such Termination Date an amount
equal to (x) one-twellith of his Base Pay at the rate in effect immediately
prior to the termination ("Final Base Pay") times his total years of service
with the Company and its affiliates, including partial years ("Years of
Service"), if the Executive's work location immediately prior to termination is
in the United States, or (y) one-twelfth of his Final Base Pay times his total
Years of Service times; two, if the Executive's work location immediately prior
to termination is outside the United States; provided, however in no event
shall such applicable payment exceed two times the amount of the Executive's
Final Base Pay.

(c) Notwithstanding any provision of this Agreement to the contrary,
in no event shall any payment made or to be made and/or any benefits provided
or to be provided to or on behalf of the Executive pursuant to this Agreement
that constitutes a "parachute payment", within the meaning of section 280G of
the Internal Revenue Code (the "Code"), individually or collectively, or when
aggregated with any other parachute payment to the Executive, whether or not
made pursuant to this Agreement, results in the Executive receiving an "excess
parachute payment," within the meaning of section 280G of the Code which gives
rise to liability for an excise tax under Section 4999 of the Code, and to the
extent it is necessary to avoid such an excess parachute payment, the
applicable payment ana/or benefits otherwise due hereunder shall be
automatically reduced in whole or in part so that no such payment or benefit
hereunder constitutes such an excess parachute
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payment. However, in the event of any such reduction, the Executive shall
have the option to elect to receive, in lieu of all or a portion of the
applicable payment, one or more of the Continuing Employee Benefits, provided
that prior to the receipt of such payment, the Executive gives the Company
notice of such election specifying the Continuing Employee Benefit(s) so
elected to be received. Further, in the event the Executive inadvertently
receives a payment, and/or benefit hereunder that is subsequently determined to
be such an excess parachute payment, the Executive shall be obligated to
return such portion of the payment, with interest, and/or reimburse the Company
for such Continuing Errployee Benef it (s), all in a manner that results in the
Executive not having received such an excess parachute payment.

(d) The determination of whether any amount or benefit otherwise
payable or provided under this Agreement would be such an excess parachute
payment shall be made by tax counsel selected by the Company and reasonably
acceptable to the Executive. The costs of obtaining such determination shall
be borne by the Company. The fact that the Executive shall have his right to a
payment or benefit reduced as a result of the limitations contained in this
Section 5 shall net limit or otherwise affect any rights of the Executive
arising other than pursuant to this Agreement; provided, however, the Company
shall not be obligated to make any payment to the Executive whether under this
Agreement or otherwise, that would constitute an excess parachute payment that
gives rise to liability for an excise tax under Section 4999 of the Code.
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(e) There shall be no right of set-off or counterclaim in respect of
any claim, debt or obligation against any payment to or for the benefit of the
Executive provided for in this Agreement.

6. No Mitigation Obligation: The Company hereby acknowledges that it
will be difficult, and may be impossible, for the Executive to find reasonably
comparable employment following the Termination Date and that the
noncompetition covenant contained in Section ~> hereof will further limit the
employment opportunities for the Executive. In addition, the Company
acknowledges that its severance pay plans applicable in general to its salaried
employees do not provide for mitigation, offset or reduction of any severance
payment received thereunder. Accordingly, the parties hereto expressly agree
that the payment of the severance compensation by the Company to the Executive
in accordance with the terms of this Agreement will be liquidated damages, and
that the Executive shall not be required to mitigate the amount of any payment
provided for in this Agreement by seeking other employment or otherwise, nor
shall any profits, income, earnings or other benefits from any source
whatsoever create any mitigation, offset, reduction or any other obligation on
the part of the Executive hereunder or otherwise, except as expressly provided
in Section 5 hereof.

7. Competitive Activity: During a period ending one year following
the Termination Date, if the Executive shall have received or shall be
receiving benefits under Section 5 hereof, the Executive shall not, without the
prior consent of the Company, which consent shall not be unreasonably withheld,
engage in any Competitive Activity. For purposes of this Agreement, the term
"Competitive Activity' shall mean the Executive's
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participation in -he nanagement of any business enterprise which is principally
engaged in the exploration for or production of hydrocarbons in Texas,
Oklahoma, Indonesia, Argentina, Bolivia, Colombia, Ecuador, or Venezuela.
"Competitive Activity" shall not include (i) the mere ownership of securities
in any such enterprise and exercise of rights appurtenant thereto or (ii)
participation in management of any such enterprise or business operation
thereof other than in connection with the competitive operation of such
enterprise.

8. Legai Fees and Expenses: (a) It is the intent of the Company
that the Executive not. be required to incur the expenses associated with the
enforcement of his rights under this Agreement by litigation or other legal
action because the cost and expense thereof would substantially detract from
the benefits intended to be extended to the Executive hereunder. Accordingly,
if it should appear to the Executive that the Company has failed to comply with
any of its obligations under this Agreement or in the event that the Company or
any other person takes any action to declare this Agreement void and
unenforceable, or institutes any litigation designed to deny, or to recover
from, the Executive tr.e benefits intended to be provided to the Executive
hereunder, the Company irrevocably authorizes the Executive from time to time
to retain counsel of his choice, at the expense of the Company as hereafter
provided, to represent the Executive in connection with the initiation or
defense of any litigation or other legal action, whether by or against the
Company or any director, officer, stockholder or other person affiliated with
the Company, in any jurisdiction. Notwithstanding any existing or prior
attorney-client relationship between the Company and such counsel, the Company
irrevocably consents to the
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Executive's entering into an attorney-client relationship with such counsel
(other than Andrews & Kurth L.L.P. or Jones, Day, Reavis 4 Pogue), and in that
connection the Company and the Executive agree that a confidential relationship
sh.ill exist, between the Executive and such counsel. The Company shall pay or
cause to be paid and shall be solely responsible for any and all attorneys' and
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related fees and expenses incurred by the Executive as a result of the
Company's failure to perform this Agreement or any provision thereof or as a
result of the Company or any person contesting the validity or enforceability
of this Agreement or any provision thereof as aforesaid.

(b) In order to ensure the benefits intended to be provided to the
Executive under Section 8(a) hereof, the Company has established an irrevocable
standby Letter of Credit in favor of the Executive drawn on a bank selected
by the Company (the "Letter of Credit") which provides for a credit amount of
$250,000 being made available to the Executive against presentation at any time
and from time to time of his clean sight drafts, accompanied by statements of
h]s counsel for fees and expenses, in an aggregate amount not to exceed
$250,000.

(c) The Company's obligations under this Article 8 and specifically
(v.'ithout limitation) the obligation to maintain the Letter of Credit shall
continue until the later of (A) the earlier of (i) June 30, 1999, or (ii) six
months after the termination of this Agreement under Section 4(a), (b) or (c)
or (B) if any litigation or legal action as contemplated in Section 8(a) is
commenced within six months after the termination of this Agreement under
Section 4 (a), (b) or (c), the conclusion of such litigation or other legal
action.
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9. Withholding of Taxes: The Company may withhold from any amounts
payable under this Agreement all federal, state, city or other taxes as shall
be required pursuant 1:0 any law or government regulation or ruling.

10. Successors and Binding Agreement: (a) The Company shall require
any successor (whether direct or indirect, by purchase, merger, consolidation,
reorganization or otherwise) to all or substantially all of the business and/or
assets of the Company, or any of its affiliates of either the Company or such a
successor that is or becomes the Executive's employer, by agreement in form and
substance satisfactory to the Executive, expressly to assume and agree to
perform this Agreement: in the same manner and to the same extent the Company
would be required to perform if no such succession had taken place. This
Agreement shall be binding upon and inure to the benefit of the Company and any
successor to the Company, including without limitation any persons acquiring
directly or indirectly all or substantially all of the business and/or assets
of the Company whether by purchase, merger, consolidation, reorganization or
otherwise (and such successor shall thereafter be deemed the "Company" for the
purposes of this Agreement), but shall not otherwise be assignable,
transferable or delegable by the Company.

(b) This Agreement shall inure to the benefit of and be enforceable
by the Executive's personal or legal representatives, executors,
administrators, successors, heirs, distributees and/or legatees.

(c) This Agreement is personal in nature and neither of the parties
hereto shall, without the consent of the other, assign, transfer or delegate
this Agreement or any rights or obligations hereunder except as expressly
provided in Section 1C (a) hereof. Without
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limiting the generality of the foregoing, the Executive's right to receive
payments hereunder shall not be assignable, transferable or delegable, whether
by pledge, creation of a security interest or otherwise, other than by a
transfer by his will or by the laws of descent and distribution and, in the
event of any attempted assignment or transfer contrary to this Section 10 (c),
the Company shall have no liability to pay any amount so attempted to be
assigned, transferred or delegated.

(d) The Company and the Executive recognize that each party will have
no adequate remedy at law for breach by the other of any of the agreements
contained herein and, in the event of any such beach, the Company and the
Executive hereby agree and consent that the other shall be entitled to a
decree of specific performance, mandamus or other appropriate remedy to enforce
performance of this Agreement.
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11. Notices: For all purposes of this Agreement, all communications

provided for herein shall be in writing and shall be deemed to have been duly
given when delivered or five business days after having been mailed by United
Spates registered or certified mail, return receipt requested, postage prepaid,
addressed to the Company (to the attention of the Secretary of the Company) at
its principal executive offices and to the Executive at his principal
residence, or to such other address as any party may have furnished to the
other in writing and in accordance herewith, except that notices of change of
address shall be effective only upon receipt.

12. Governing Law: The validity, interpretation, construction and
performance of this Agreement shall be governed by the laws of the State of
Delaware, without giving effect to the principles of conflict of laws of such
State.
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13. Validit/: If any provision of this Agreement or the application
of any provision hereof to any person or circumstances is held invalid,
unenforceable or otherwise illegal, the remainder of this Agreement and the
application of such provision to any other person or circumstances shall not be
affected, and the provision so held to be invalid, unenforceable or otherwise
illegal shall be reformed to the extent (and only to the extent) necessary to
make it enforceable, valid and legal.

14. Miscellaneous: No provisions of this Agreement may be modified,
waived or discharged unless such waiver, modification or discharge is agreed to
in writing signed by the Executive and the Company. No waiver by either party
hereto at any time of any breach by the other party hereto or compliance with
any condition or provision of this Agreement to be performed by such other
party shall be deemed a waiver of similar or dissimilar provisions or
conditions at the same or at any prior or subsequent time. No agreements or
representations, aral or otherwise, expressed or implied with respect to the
subject matter hereof have been made by either party which are not set forth
eypressly in this Agreement.

15. Prior Agreements: This Agreement is voluntarily entered into and
supersedes and takes the place of all prior change in control and employment
agreements, as amended, between the parties hereto. The parties hereto
expressly agree and hereby declare that any and all prior change in control and
employment agreements, as amended, are hereby terminated and of no further
force or effect.

16. Counterparts: This Agreement may be executed in one or more
counterparts, each of which shall be deemed to be an original but all of which
together will constitute one and the same agreement.
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IN WITNESS WHEREOF, the parties have caused this Agreement to be duly
executed and delivered as of the date first above written.

MAXUS ENERGY CORPORATION

By: I si MARK J. GENTRY

Vice President

EXECUTIVE

/s/ W. MARK MILLER

W. Mark Miller

-18-
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Exhibit 10.23

April 1, 1995

TO:

RE: CHAN3E IN CONTROL AGREEMENT DATED

Dear :

This has reference to the Change in Control Agreement (the
"Agreement") dated between you and Maxus Energy Corporation
("Maxus"). Notwithstanding anything in the Agreement to the contrary, you and
Maxus agree that a "Change in Control," as defined in the Agreement, occurred
on April 5, 1995 and a significant adverse change in the nature and scope of
the authorities or duties of your position with Maxus has occurred.
Consequently, you have given notice of your intention to terminate your
employment with Maxus immediately pursuant to paragraph 4(b)(ii) of the
Agreement. Maxus recognizes its obligation to pay and agrees to pay you
severance compensation, including benefits, to the full extent provided for in
paragraph 5 of the Agreement within five days after the amount payable
thereunder is determined (but not later than ) without reduction for
any payments contemplated below except as provided herein. In order to
facilitate the transition required by these events, you and Maxus agree as
follows: (a) Maxus agrees to employ you at your current position, at your
current job site, at your current rate of base pay and with employee plan
benefits at the levels and on the terms currently provided to you until

and (b) you agree to work for Maxus in such position and on such
terms and conditions until June 30, 1995. If you terminate your employment
prior to without the written consent of Maxus, an amount equal to
the base salary paid to you from the date hereof through your termination date
will be deducted from the amount payable to you under the Agreement and either
refunded by you or deducted from any amounts Maxus may owe you.

Please indicate your agreement to the foregoing by dating, signing and
returning a copy of this letter to the undersigned.

Sincerely,

ACREED TO THIS
DAY OF APRIL, 1995

[Executive]

Agreed to by YPF Sociedad Anonima and YPF Acquisition Corp., who agree that
this agreement does not constitute a breach of Maxus' representations,
warranties or covenants contained in the Agreement of Merger dated as of
February 28, 1995.

YPF Sociedad Anonima YPF Acquisition Corp.

By: By:

<:,'TEXT>

</DOCUMENT>
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Exhibit 10.24

[MAXUS LETTERHEAD]

April 13, 1995

TO: Michael C. Forrest

Change in Control Agreement

Dear Mike:

This letter lias reference to the letter agreement dated April 7, 1995
between you and Maxus concerning Maxus1 obligations under that certain Change
in Control Agreement dated June 1, 1992. You and Maxus are engaged in
discussions concerning your possible employment beyond the June 30, 1995 date
specified in said letter. In order to facilitate such discussions, you and
Maxus have mutually agreed to extend the date by which Maxus must pay you
severance compensation as contemplated in said letter agreement until July 3,
1995. Except as modified as to the payment date by the preceding sentence,
Maxus' obligations under said April 7 letter agreement remain in full force and
effect.

Please indicate your agreement to the foregoing by signing and
returning a copy of this letter.

MAXUS ENERGY CORPORATION

/S/ MARK J. GENTRY

Mark J. Gentry, Vice President

AGREED TO
APRIL 13, 1995

/s/ MICHAEL C. FORREST

Michael C. Forrest:
</TEXT>
</DOCUMENT>
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, 1995

TO:

RE: Change in Control Severance Payment

Dear

This letter has two primary purposes. The first is to evidence your
receipt of $ (the "Estimated Payment") from Maxus. The second is to
set: forth your and Maxus' understanding and agreement with respect to such
payment.

1. The Estimated Payment represents an initial estimate of the
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lump sum "Severance Payment" you are due pursuant to paragraph
5(a)(i) of the Change in Control Agreement (the "Agreement")
dated between you and Maxus.

2. You have not designated the "Employee Benefits" (as defined in
the Agreement) you want to receive pursuant to the Agreement.
However, you acknowledge and agree that to the extent the
receipt of any Employee Benefits constitutes "parachute
payments" (as defined in Section 280G of the Internal Revenue
Code of 1986, as amended ("Section 280G")) you will not be
entitled to receive any such Employee Benefits that would
cause the "present value" (as determined under Section 280G)
of all parachute payments made to you by Maxus to exceed 299%
of your "base amount" (as defined in Section 280G).

3. If and to the extent the Estimated Payment is

(a) less than the present value of the sum of your
aggregate "Base Pay" and aggregate "Incentive Pay"
calculated in the manner prescribed in paragraph
5(a)(i) (the "Gross Severance Amount") and

(b) the total of the Estimated Payment, the present value
of any Employee Benefits you elect to receive that
constitute parachute payments, and the present value
of any other parachute payments you receive from
Maxus also is less than 299% of your base amount,

Maxus agrees to pay you the difference between the Estimated
Payment and the Gross Severance Amount, but in no event will
such

<PAGE> 2
Severance Payment

, 1995
P:ige 2

payment exceed an amount that when added to all other
parachute payments received by you would cause you to receive
parachute payments in excess of 299% of your base amount.

4. Nothing in this letter, the Agreement or any other agreement
or understanding between you and Maxus is intended to and
shall not be construed to obligate Maxus to pay you any
parachute payment that when added to all other parachute
payments received by you would cause you to receive parachute
payments in excess of 299% of your base amount. In this
conrection,

(a) all parachute payments made by Maxus to you are
subject to an automatic reduction if and to the
extent they would cause you to receive total
parachute payments in excess of 299% of your base
amount, and

(b) you specifically agree to reimburse Maxus promptly if
and to the extent it makes any payment to you which
would cause you to receive total parachute payments
in excess of 299% of your base amount.

5. Nothing in this letter is intended to and shall not be
construed to alter your obligation to reimburse Maxus for a
portion of the Severance Payment to which you are otherwise
entitled as set forth in that certain letter agreement dated

if you terminate your employment with Maxus prior
to without Maxus' prior consent.

Please acknowledge receipt of the Estimated Payment and your agreement
to the foregoing by signing and returning one copy of this letter.

MAXUS ENERGY CORPORATION

I ACKNOWLEDGE RECEIPT OF THE
ESTIMATED PAYMENT AND AGREE
TO THE TERMS OF THIS LETTER
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[Date]
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<DESCRIPTION>LIST OF SUBSIDIARIES OF THE COMPANY
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EXHIBIT 21.1

LIST OF SUBSIDIARIES, MAXUS ENERGY
CORPORATION

MAXUS ENERGY CORPORATION - Delaware
Diamond Shamrock Europe Limited - England
Maxus Gas Marketing Company - Delaware
Maxus Indonesia, Inc. - Delaware

Maxus Northwest Java. Inc. - Delaware
Maxus Southeast Sumatra, inc. - Delaware

Maxus Industrial Gas Company - Delaware
Maxus Offshore Exploration Company - Delaware
Maxus (U.S.) Exploration Company - Delaware
Natomas Nort.n America, Inc. - California
Trice Properties, Inc - Delaware
Wheeling Gateway Coal Company - Delaware
Gateway Coal Company - Pennsylvania
MAXUS INTERNATIONAL ENERGY COMPANY - Delaware

Diamond Shamrock China Petroleum Limited - Bahamas
Falcon Seaboard, Inc. - Delaware
Maxu:5 Angola, Inc. - Delaware
Maxu:; Aru Inc. - Delaware
Maxu:s Bolivia, Inc. - Delaware
Maxu:; Bulgaria, Inc. - Delaware
Maxu:; Chile, Inc. - Delaware
Maxu:; China (C.I.) Ltd. - Cayman Islands
Maxu:; Colombia, Inc. - Delaware
Maxu:; Ecuador Inc. - Delaware
Maxu:; Egypt, Inc. - Delaware
Maxu:; Energy Co. (U.K.) Limited - England
Maxu.s Energy Global B.V. - The Netherlands
Maxu.<; Energy Trading Company - Delaware
Maxu:
Maxu:
Maxu:
Maxu:
Maxu:
Maxus
Maxu;

Ethiopia, Inc. - Delaware
Fifi Zaitun, Inc. - Delaware
Gabon Inc - Delaware
Guarapiche Ltd. - Cayman Islands
International Services Company - Texas
Madagascar, Inc. - Delaware
Mahdia East, Inc. - Delaware

Maxu;; Morocco, Inc. - Delaware
MaxuE New Zealand Limited - New Zealand
Maxus North Sea, Inc. - Delaware
Maxus Paraguay, Inc. - Delaware
Maxus Slovakia, Inc - Delaware
Maxus Southeast Asia New Ventures, Inc. - Delaware
Maxus Spain, Inc. - Delaware

<PAGE> 2
Maxus Tasmania, Inc. - Delaware
Maxus Tunisia Inc. - Delaware
Maxus Venezuela (C.I.) Ltd. - Cayman Islands
Maxus Venezuela S.A. - Venezuela
Natarros Overseas Finance N.V. - Netherlands Antilles
Transworld Petroleum Corporation - Delaware

MIDGARD ENERGY COMPANY - Delaware
MAXUS CORPORATE COMPANY - Delaware

Edospecific Technologies, Inc. - Delaware
Eoja Realty Corp. - New York

Quail Hollow Properties, Inc. - Ohio
Chemical Land Holdings, Inc. - Delaware
Crile Road Investments, Inc. - Ohio
Delaware City Plastics Corporation - Delaware
Diamond Gateway Coal Company (Partner of Gateway Coal

Company) - Delaware
Diamond Shamrock Venezolana, S.A. - Venezuela
DSC Acquisition, Inc. - Delaware
DSC Holdings, Inc. - Delaware
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DSC Investment Management Company - Delaware
DSC Receivables, Inc. - Delaware
DST Corporation - Delaware
Duolite International, Inc. - Delaware
Emerald Mining Company - Delaware
Gateway Land Company - Delaware
Greenstone Assurance Ltd. - Bermuda
Insulating Aggregates, Inc. - Louisiana
Leon Properties, Inc. (d/b/a Riverside Farms) - Texas

RMC Securities - Texas
Maxus Agricultural Chemicals, Inc. - Delaware

DSC Products International, Inc. - Delaware
Fint Corporation - Delaware
Maxus International Corporation - Delaware

Maxu.5 Realty Company - Texas
OCV Corporation - Delaware
QHRP Investments, Inc. - Ohio
The Harbor Land Company - Ohio
V.E.?. Corporation - Delaware

</TEXT>
</' DOCUMENT >
<DOCUMENT>
<TYPE>EX-23.1
<SEQUENCE>16
<DESCRIPTION>CONSENT OF INDEPENDENT ACCOUNTANTS
<TEXT>
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EXHIBIT 23.1

CONSENT OF INDEPENDENT ACCOUNTANTS

As independent public accountants, we hereby consent to the incorporation of our
report included in this Form 10-K, into the Company's previously filed
Registration Statement: on Form S-8 (No. 33-28353), as amended.

/s/ Arthur Andersen LLP

Arthur Andersen LLP

Dallas, Texas
March 20, 1996

</TEXT>
</DOCUMENT>
<DOCUMENT>
<TYPE>EX-23.2
<SEQUENCE>17
<DESCRIPTION>CONSENT CF INDEPENDENT ACCOUNTANTS
<TEXT>
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EXHIBIT 23.2

CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by reference in the Registration
Statement on Form S-8 (No. 33-28353) of Maxus Energy Corporation, of our report
dated February 28, 1995 appearing on page F-29 of this Form 10-K.

/s/ Price Waterhouse LLP

Price Waterhouse LLP

Dallas, Texas
March 20, 1996

</TEXT>
<lDOCUMENT>
<DOCUMENT>
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Exhibit 24.1

POWER OF ATTORNEY

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS

That the undersigned hereby constitutes and appoints Lynne P. Ciuba,
H. R. Smith and David A. Wadsworth, and each of them, his true and lawful
attorney or attorneys-in-fact with full power of substitution and
resubstitution, for him and in his name, place and stead, to sign on his behalf
as a director or afficer, or both, as the case may be, of Maxus Energy
Corporation (the "Corporation"), the Corporation's Form 10-K Annual Report
pursuant to Section 13 of the Securities Exchange Act of 1934, as amended, for
fiscal year ended December 31, 1995, and to sign any or all amendments to such
Form 10-K, and to file the same, with all exhibits thereto, and other documents
in connection therewith, with the Securities and Exchange Commission, granting
unto said attorney or attorneys-in-fact, and to each of them, full power and
authority to do and perform each and every act and thing requisite and
necessary to be done in and about the premises, as fully to all intents and
purposes as he might or could do in person, hereby ratifying and confirming all
that said attorney or attorneys-in-fact or any of them or their substitute or
substitutes may lawfui.ly do or cause to be done by virtue hereof.

January 15, 1996

/s/ ROBERTO MONTI

Roberto Monti
<PAGE> 2

Exhibit 24.1

POWER OF ATTORNEY

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS

That the undersigned hereby constitutes and appoints Lynne P. Ciuba,
H. R. Smith and David A. Wadsworth, and each of them, his true and lawful
attorney or attorneys-in-fact with full power of substitution and
resubstitution, for him and in his name, place and stead, to sign on his behalf
as a director or officer, or both, as the case may be, of Maxus Energy
Corporation (the "Corporation"), the Corporation's Form 10-K Annual Report
pursuant to Section 13 of the Securities Exchange Act of 1934, as amended, for
fiscal year ended December 31, 1995, and to sign any or all amendments to such
Form 10-K, and to file the same, with all exhibits thereto, and other documents
in connection therewith, with the Securities and Exchange Commission, granting
unto said attorney or attorneys-in-fact, and to each of them, full power and
authority to do and perform each and every act and thing requisite and
necessary to be done in and about the premises, as fully to all intents and
purposes as he might or could do in person, hereby ratifying and confirming all
that said attorney or attorneys-in-fact or any of them or their substitute or
substitutes may lawfully do or cause to be done by virtue hereof.

January 15, 1996

/S/ W. MARK MILLER
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W. Mark Miller

<PAGE> 3
Exhibit 2 4 . 1

POWER OF ATTORNEY

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS

That the undersigned hereby constitutes and appoints Lynne P. Ciuba,
H. R. Smith and David A. Wadsworth, and each of them, her true and lawful
attorney or attorneys-in-fact with full power of substitution and
resubstitution, for h'2r and in her name, place and stead, to sign on her behalf
as a director or officer, or both, as the case may be, of Maxus Energy
Corporation (the "Corporation"), the Corporation's Form 10-K Annual Report
pursuant to Section 13 of the Securities Exchange Act of 1934, as amended, for
fiscal year ended December 31, 1995, and to sign any or all amendments to such
Form 10-K, and to fili; the same, with all exhibits thereto, and other documents
in connection therewith, with the Securities and Exchange Commission, granting
unto said attorney or attorneys-in-fact, and to each of them, full power and
authority to do and perform each and every act and thing requisite and
necessary to be done :.n and about the premises, as fully to all intents and
purposes as she might or could do in person, hereby ratifying and confirming
all that said attorney or attorneys-in-fact or any of them or their substitute
or substitutes may lawfully do or cause to be done by virtue hereof.

January 15, 1996

Isl LINDA R. ENGELBRECHT

Linda R. Engelbrecht
<PAGE> 4

Exhibit 24.1

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS

That the undersigned hereby constitutes and appoints Lynne P. Ciuba,
H. R. Smith and David A. Wadsworth, and each of them, his true and lawful
attorney or attorneys-in-fact with full power of substitution and
resubstitution, for him and in his name, place and stead, to sign on his behalf
as a director or officer, or both, as the case may be, of Maxus Energy
Corporation (the "Corporation"), the Corporation's Form 10-K Annual Report
pursuant to Section 13 of the Securities Exchange Act of 1934, as amended, for
fiscal year ended December 31, 1995, and to sign any or all amendments to such
Form 10-K, and to file the same, with all exhibits thereto, and other documents
in connection therewith, with the Securities and Exchange Commission, granting
unto said attorney or attorneys-in-fact, and to each of them, full power and
authority to do and perform each and every act and thing requisite and
necessary to be done in and about the premises, as fully to all intents and
purposes as he might or could do in person, hereby ratifying and confirming all
thiit said attorney or attorneys-in-fact or any of them or their substitute or
substitutes may lawfully do or cause to be done by virtue hereof.

January 15, 1996

/S/ CHARLES L. BLACKBURN

Charles L. Blackburn
<P;,GE> 5

Exhibit 24.1

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:
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COUNTY OF DALLAS

That the undersigned hereby constitutes and appoints Lynne P. Ciuba,
H. R. Smith and David A. Wadsworth, and each of them, his true and lawful
attorney or attorneys-in-fact with full power of substitution and
resubstitution, for him and in his name, place and stead, to sign on his behalf
as a director or officer, or both, as the case may be, of Maxus Energy
Corporation (the "Corporation"), the Corporation's Form 10-K Annual Report
pursuant to Section 13 of the Securities Exchange Act of 1934, as amended, for
fiscal year ended December 31, 1995, and to sign any or all amendments to such
Form 10-K, and tc file the same, with all exhibits thereto, and other documents
in connection therewith, with the Securities and Exchange Commission, granting
unto said attorney or attorneys-in-fact, and to each of them, full power and
authority to do and perform each and every act and thing requisite and
necessary to be done in and about the premises, as fully to all intents and
purposes as he might or could do in person, hereby ratifying and confirming all
that said attorney or attorneys-in-fact or any of them or their substitute or
substitutes may lawfully do or cause to be done by virtue hereof.

January 15, 1996

/s/ CEDRIC BRIDGER

Cedric Bridger
<PAGE> 6
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POWER OF ATTORNEY

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS

That the undersigned hereby constitutes and appoints Lynne P. Ciuba,
H. R. Smith and David A. Wadsworth, and each of them, his true and lawful
attorney or attorneys-in-fact with full power of substitution and
resubstitution, for him and in his name, place and stead, to sign on his behalf
as a director or officer, or both, as the case may be, of Maxus Energy
Corporation (the "Corporation"), the Corporation's Form 10-K Annual Report
pursuant to Section 13 of the Securities Exchange Act of 1934, as amended, for
fiscal year ended Dece:Tiber 31, 1995, and to sign any or all amendments to such
Form 10-K, and to file the same, with all exhibits thereto, and other documents
in connection therewith, with the Securities and Exchange Commission, granting
unto said attorney or attorneys-in-fact, and to each of them, full power and
authority to do and perform each and every act and thing requisite and
necessary to be done in and about the premises, as fully to all intents and
purposes as he might o:r could do in person, hereby ratifying and confirming all
that said attorney or attorneys-in-fact or any of them or their substitute or
substitutes may lawfully do or cause to be done by virtue hereof.

January 15, 1996

/s/ GEORGE L. JACKSON

George L. Jackson
<PAGE> "7
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POWER OF ATTORNEY

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS
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That the: uncersigned hereby constitutes and appoints Lynne P. Ciuba,
H. R. Smith and Davic A. Wadsworth, and each of them, his true and lawful
attorney or attorneys-in-fact with full power of substitution and
resubstitution, for him and in his name, place and stead, to sign on his behalf
as a director or officer, or both, as the case may be, of Maxus Energy
Corporation (the "Corporation"), the Corporation's Form 10-K Annual Report
pursuant to Section 13 of the Securities Exchange Act of 1934, as amended, for
fiscal year ended December 31, 1995, and to sign any or all amendments to such
Form 10-K, and to file the same, with all exhibits thereto, and other documents
in connection therewith, with the Securities and Exchange Commission, granting
unto said attorney or attorneys-in-fact, and to each of them, full power and
authority to do and perform each and every act and thing requisite and
necessary to be done in and about the premises, as fully to all intents and
purposes as he might or could do in person, hereby ratifying and confirming all
that said attorney or attorneys-in-fact or any of them or their substitute or
substitutes may lawfully do or cause to be done by virtue hereof.

January 15, 1996

/s/ NELLS LEON

Nells Leon
<PAGE> 8
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POWER OF ATTORNEY

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS

That each undersigned hereby constitutes and appoints Lynne P. Ciuba,
H. R. Smith and David A. Wadsworth, and each of them, his true and lawful
attorney or attorneys-in-fact with full power of substitution and
resubstitution, for h:.m and in his name, place and stead, to sign on his behalf
a; a director or officer, or both, as the case may be, of Maxus Energy
Corporation (the "Corporation"), the Corporation's Form 10-K Annual Report
pursuant to Section 1:1 of the Securities Exchange Act of 1934, as amended, for
fiscal year ended December 31, 1995, and to sign any or all amendments to such
Fcrm 10-K, and to file the same, with all exhibits thereto, and other documents
in connection therewith, with the Securities and Exchange Commission, granting
unto said attorney or attorneys-in-fact, and to each of them, full power and
authority to do and perform each and every act and thing requisite and
necessary to be done in and about the premises, as fully to all intents and
purposes as he might or could do in person, hereby ratifying and confirming all
that said attorney or attorneys-in-fact or any of them or their substitute or
substitutes may lawfully do or cause to be done by virtue hereof.

January 15, 1996

/s/ JAMES R. LESCH

James R. Lesch
<PAGE> 9
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THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS
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That the undersigned hereby constitutes and appoints Lynne P. Ciuba,
H. R. Smith and David A. Wadsworth, and each of them, his true and lawful
attorney or attorneys-in-fact with full power of substitution and
rusubstitution, for him and in his name, place and stead, to sign on his behalf
as a director or officer, or both, as the case may be, of Maxus Energy
Corporation (the "Corporation"), the Corporation's Form 10-K Annual Report
pursuant to Section 13 of the Securities Exchange Act of 1934, as amended, for
fiscal year ended December 31, 1995, and to sign any or all amendments to such
Form 10-K, and to file the same, with all exhibits thereto, and other documents
in connection therewith, with the Securities and Exchange Commission, granting
unto said attorney or attorneys-in-fact, and to each of them, full power and
authority to do and perform each and every act and thing requisite and
necessary to be done in and about the premises, as fully to all intents and
purposes as he might or could do in person, hereby ratifying and confirming all
that said attorney or attorneys-in-fact or any of them or their substitute or
substitutes may lawfully do or cause to be done by virtue hereof.

January 15, 1996

/s/ P. DEXTER PEACOCK

P. Dexter Peacock
<PAGE> 10
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POWER OF ATTORNEY

THE STATE OF TEXAS
KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF DALLAS

That the undersigned hereby constitutes and appoints Lynne P. Ciuba,
H. R. Smith and David A. Wadsworth, and each of them, his true and lawful
attorney or attorneys-in-fact with full power of substitution and
resubstitution, for him and in his name, place and stead, to sign on his behalf
as a director or officer, or both, as the case may be, of Maxus Energy
Corporation (the "Corporation"), the Corporation's Form 10-K Annual Report
pursuant to Section 13 of the Securities Exchange Act of 1934, as amended, for
fiscal year ended December 31, 1995, and to sign any or all amendments to such
Form 10-K, and to file the same, with all exhibits thereto, and other documents
in connection therewith, with the Securities and Exchange Commission, granting
unto said attorney or attorneys-in-fact, and to each of them, full power and
authority to do and perform each and every act and thing requisite and
necessary to be done in and about the premises, as fully to all intents and
purposes as he might or could do in person, hereby ratifying and confirming all
that said attorney or attorneys-in-fact or any of them or their substitute or
substitutes may lawfully do or cause to be done by virtue hereof.

January 15, 1996

/S/ R. A. WALKER

R. A. Walker
</TEXT>
</DOCUMENT>
<DOCUMENT>
<TYPE>EX-24.2
<SEQUENCE>19
<DLSCRIPTION>POWER OF ATTORNEY OF THE COMPANY
<TEXT>
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POWER OF ATTORNEY
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THE STATE OF TEXAS

KNOW ALL MEN BY THESE PRESENTS:
COUNTY OF DALLAS

That the undersigned, Maxus Energy Corporation, hereby constitutes and
appoints Lynne P. Ciuoa, H. R. Smith and David A. Wadsworth, and each of them
the true and lawful attorney or attorneys-in-fact with full power of
substitution and resubstitution, to sign on the Corporation's behalf the Form
10-K Annual Report of the Corporation, pursuant to Section 13 of the Securities
Exchange Act of 1934, as amended, for fiscal year ended December 31, 1995, and
to sign any or all amendments to such Form 10-K, and to file the same, with all
exhibits thereto, and other documents in connection therewith, with the
Securities and Exchange Commission, granting unto said attorney or
attorneys-in-fact, and to each of them, full power and authority to do and
perform each and every act and thing requisite and necessary to be done in and
atout the premises, as fully to all intents and purposes as he might or could
do in person, hereby ratifying and confirming all that said attorney or
attorneys-in-fact or any of them or their substitute or substitutes may
lawfully do or cause to be done by virtue hereof.

MAXUS ENERGY CORPORATION

/S/ ROBERTO MONTI

Roberto Monti
President and Chief Executive Officer

March 1, 1996
</TEXT>
</DOCUMENT>
<DOCUMENT>
<TYPE>EX-27. 1
<SEQUENCE>20
<DESCRIPTION>FINANCIAL DATA SCHEDULE
<TEXT>

<TABLE> <S> <C>

<ARTICLE> 5
<MULTIPLIER> 1,000,000

<PERIOD-TYPE> 9-MOS
<FISCAL-YEAR-END> DEC-31-1995
<PCRIOD-END> DEC-31-1995
<CASH> 38
<SKCURITIES> 0
<RECEIVABLES> 142
<A],LOWANCES> 1
<IMVENTORY> 41
<CURRENT-ASSETS> 266
<PP&E> 2,364
<D!':PRECIATION> 140
<TOTAL-ASSETS> 2,717
<CURRENT-LIABILITIES> 306
<BONDS> 1,261
<COMMON> 125
PREFERRED-MANDATORY > 78
<PREFERRED> 136
<OTHER-SE> 26
<TOTAL-LIABILITY-AND-EQUITY> 240
<SALES> 464
<TOTAL-REVENUES> 471
<CGS> 215
<TOTAL-COSTS> 418
<OTHER-EXPENSES> 13
<LOSS-PROVISION> 0
<IMTEREST-EXPENSE> 105
<INCOME-PRETAX> (65)
<IMCOME-TAX> 9
<INCOME-CONTINUING> (74)
<DJSCONTINUED> 0
<EXTRAORDINARY> 0
<CHANGES> 0
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<NET-INCOME> (74)
<EPS-PRIMARY> (0.76)
<EPS-DILUTED> 0

</TABLE>
</TEXT>
</DOCUMENT>
</SEC-DOCUMENT>

END PRIVACY-ENHANCED MESSAGE-



FILED
CERTIFICATE OP INCORPORATION

OF HO*

DIAMOND SHAMROCK CORPORATE COMPANY

The undersigned, for the purpose of incorporating

and organizing a company under the General Corporation Law

of the State of Delaware (the "GCL"), does hereby certify

as follows:

1. The name of the company is Diamond shamrock

Corporate Company (the "Company").

2. The address of the Company's registered

office in the State of Delaware is 100 West Tenth Street,

City of Wilmington, County of New Castle. The name of the

Company's registerc.i agent at such address is The

Corporation Trust Company.

3. The purpose of the Company is to engage in

any lawful act or activity for which a corporation may be

organized under the CCL.

4. The total number of shares of capital stoc*

which the Company shall have authority to issue is 1,000

shares of Common Stock, $1.GC par value per share.

5. The name and mailing address of the

incorporator is Timothy J. Fretthold, 3300 Diamond

Shamrock Tower, 717 North Harwood Street, Dallas, Texas

75201.



6. The names and nailing addresses of the

persons who are to serve as Directors of the Company until

the first annual meeting of stockholders or until their

successors are elected and qualified are as follows:

Name Hailing Address

R. M. Ahlstrora 3300 Diamond Shamrock Tower
717 North Harwood Street
Dallas, Texas 7S201

J. L. Jackson 3300 Diamond Shamrock Tower
717 North Harwood Street
Dallas, Texas 752C1

J. P. Kelley 3300 Diamond Shamrock Tower
717 North Harwood Street
Dallas, Texas 75201

W, H. Rricfcer 3300 Diamond Shamrock Tower
717 North Harwood Street
Dallas, Texas 7S201

J. A. Rush, Jr. 3300 r^iamor.d Siamrock Tower
717 Nortn Harwood Street
Dallas, Texas 7S201

7. The Board of nir**ctnr* of th«? Company shall

have power to adopt, alter, am^nd or repeal the By-Laws of

the Company.

8. The Company reserves the right at any time

and firom time to time to alter, amend or repeal any

provision contained in this Certificate, and other

provisions authorized by the laws of the GCL at the time

in force may be added or inserted, in the manner now or

-2-



III

hereafter prescribed by law; and all rights, preferences

and privileges whatsoever nature conferred upon

stockholders, Directors or any other persons whomsoever by

and pursuant to this Certificate in its present form or as

hereafter amended are granted subject to the rights hereby

reserved.

IN WITNESS uH£Rjr>?, the undersigned, being the

incorporator hereinabove named, does hereby execute this

Certificate of Incorporation this 21st day of November,

1983.

,
timothyJ. Fretthold

0297T
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FILEC '
OSRTIFICATJ5 OF AMENDMENT

OF
CERTIFICATE OF INCORPORATION

DIAMOND SHAMROCK CORPORATE COMPANY, a corporation organized

and existing under and by virtue of the General Corporation Law

of the State of Delaware,

DOES HEREBY CERTIFY:

FIRST: That the Board of Directors of said corporation, by

unanimous written consent of its members, filed with the Minutes

of the board, adopted a resolution proposing and declaring advis-

able the following amendaent to the Certificate of Incorporation

of said corporation:

RESOLVED, that the Board of Directors hereby declares ,-V
it advisable that the Corporation change its name, and |
in furtherance thereof that Article 1 of the Certificate •-./•.'
of Incorporation be amended in its entirety to read as *?-•
follows: :|i

1. The nwae of the company is Maxus Corporate
Company (the "Company").

SECOND: That in lieu of a meeting and vote of stockholders,

the sole stockholder has given written consent to said amendment

in accordance with the provisions of section 228 of the General

Corporation Law of the State of Delaware.



lEtlRDt That tb» m»ndb»nt WAS Ally «dopt»d in

accordance with the applicable provisions of sections 242 and 228 ' .,£
•" .*''-.'iJ?

of the General Corporation Law of the State of Delaware. "* ^

m WITNESS WHEREOF, said DIAMOND SHAMROCK CORPORATE COHPAHT

J ''has caused this certificate to be signed by D. C. Mfelfce. its

Vice President, and attested by W. B. Notestine its Assistant

Secretary, this 10th day of March 1988.

DIAMOND SHAMROCK CORPORATE COKPANT ,_,

D. C. Mielke. Vic* President:

ATTEST:

By
W. E. Not«frtine
Assistant Secretary

HITb

"iSra



STATE OF DELAWARE
SECRETARY OF STATE

DIVISION OF CORPORATIONS
FILED 09:00 AN 01/22/1993
930255026 - 2022079

CERTIFICATE OF CHANGE OF LOCATION OF REGISTERED OFFICE

AND OF REGISTERED AGENT

It is hereby certified that:

1. The name of the corporation (hereinafter called the
"corporation"! is: HAXUS CORPORATE COMPANY

2. The registered office of the corporation within the
State of Delaware is hereby changed to 32 Loockerman
Square, Suite L-100, Dover, Delaware 19901, County of
Kent.

3. The registered agent of the corporation within the state
of Delaware is hereby changed to The Prentic«-Hall
Corporation system, Inc. , the business office of which
is identical with the registered office of the
corporation as hereby changed.

4. The corporation has authorized the changes hereinbefore
set forth by resolution of its Board of Directors.

Signed on Tâ u&c*/ i3 , 1992.

M. Hiddlebrook, (Vice)President

Attest:

/- c ŵA/̂
D. A. Wadsworth, (Assi&tnnt.)Secretary



STATE OF DELAWARE
SECRETARY OF STATE

DIVISION OF CORPORATIONS
FILED 09:00 AM 07/16/1996
960206499 - 2022079

AGREEMENT AND PLAN
OF

MERGER
OF

EMERALD MINING COMPANY
OCV CORPORATION

AND
MAXUS CORPORATE COMPANY

AC3REEMENT AND PLAN OF MERGER APPROVED on June 30. 1996 by Emerald Mining
Company ("EMC"), OCV Corporation ("OCV") and Maxus Corporate Company ("MCC"), alJ
business corporations of the State of Delaware, and by resolutions adopted by each of such
corporations' Boards of Directors on such date.

1. EMC. OCV and MCC shall, pursuant to the provisions of the laws of the State of
Delaware, be merged with and into a single corporation, to wit, MCC, which shall be the
surviving corporation upon the effective date of the merger and which is sometimes hereinafter
referred to as the "surviving corporation", and which shall continue to exist as said surviving
corporation under its present name. The surviving corporation shall be governed by the laws
of the State of Delaware, which is the jurisdiction of its organization. The separate existence
of EMC and OCV, which are sometimes hereinafter referred to as the "terminating
corporations", shall cease upon the effective date of the merger in accordance with the
provisions of the Delaware General Corporation Law.

2. The certificate of incorporation of the surviving corporation as in force and effect upon
the effective date of the merger in the State of Delaware, the jurisdiction of its organization,
shall tw the certificate of incorporation of said surviving corporation.

3. The by-laws of the surviving corporation as in force and effect upon the effective date
of the merger will be the by-laws of said surviving corporation and will continue in full force
and effect until changed, altered, or amended as therein provided and in the manner prescribed
by the provisions of the laws of the State of Delaware.

4. The directors and officers in office of the surviving corporation upon the effective date
of the merger shall be the members of the first Board of Directors and the first officers of the
surviving corporation, all of whom shall hold their directorships and offices until the election
and qualification of their respective successors or until their tenure is otherwise terminated in
accordance with the by-laws of the surviving corporation.

5. Each issued share of each of the terminating corporations shall not be converted in the
merger but, at the effective time of the merger, all such shares (and the certificates representing
the >ame) shall be cancelled, and all rights thereof shall cease to exist, inasmuch as the sole
shareholder of all the terminating corporations is MCC. The issued shares of the surviving
corporation shall not be converted in any manner, but each said share which is issued as of the



effective date of the merger shall continue to represent one issued share of the surviving
corporition.

6. The Agreement and Plan of Merger herein made and approved shall be submitted to the
shareholder of the terminating corporations for its approval or rejection in the manner prescribed
by the provisions of the Delaware General Corporation Law. Approval by the shareholder of
Ihe surviving corporation of the Agreement and Plan of Merger herein made and approved is
not required under the provisions of the Delaware General Corporation Law.

7. In the event that this Agreement and Plan of Merger shall have been approved by the
shareholder of the terminating corporations and the merger shall have been authorized by its duly
adopted resolutions in the manner prescribed by the provisions of the Delaware General
Corporation Law, each of the terminating corporations and the surviving corporation hereby
stipulate that they will cause to be executed and filed and/or recorded any document or
documents prescribed by the laws of the State of Delaware, and that they will cause to be
performed all necessary acts therein and elsewhere to effectuate the merger.

EMERALD MINING COMPANY

By: / h. [s^A-j£-
David A. Wadsworth. President

OCV CORPORATION

By:_
David A. Wadsworth. President

MAXUS CORPORATE COMPANY

By : Cjc.
David A. Wadsworth. Vice President



CERTIFICATE OF SECRETARY

EMERALD MINING COMPANY

The undersigned, being the Secretary of EMERALD MINING COMPANY, does hereby certify
that the holder of all of the outstanding stock of said corporation dispensed with a meeting and
vote of stockholders, and the sole stockholder entitled to vote consented in writing, pursuant
to the provisions of Section 228 of the General Corporation Law of the State of Delaware, to
the adoption of (he foregoing Agreement and Plan of Merger.

Dated; June 30, 1996.

H. R. Smith, Secretary

of

EMERALD MINING COMPANY



CERTIFICATE OF SECRETARY

OCV CORPORATION

The undersigned, being the Secretary of OCV CORPORATION, does hereby certify that the
holder of all of the outstanding stock of said corporation dispensed with a meeting and vote of
stockholders, and the sole stockholder entitled to vote consented in writing, pursuant to the
provisions of Section 228 of the General Corporation Law of the State of Delaware, to the
adoption of (he foregoing Agreement and Plan of Merger.

Dated: June 30, 1996.

H. R. Smith, Secretary

of

OCV CORPORATION



CERTIFICATE OF SECRETARY

MAXUS CORPORATE COMPANY

The undersigned, being the Secretary of MAXUS CORPORATE COMPANY, does hereby
certify that the foregoing Agreement and Plan of Merger has been adopted upon behalf of said
corporation pursuant to the provisions of Subsection (f) of Section 251 of the General
Corporation Law of the State of Delaware, and that, as of the date of this Certificate, the
outstanding shares of said corporation were such as to render the provisions of said Subsection
(f) applicable.

Dated: June 30. 1996.

H. R. Smith, Secretary

of

MAXUS CORPORATE COMPANY

i.':iwK»'.niL-cl .met
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fr" : < .
..____. i

i

Non-Responsive



10 APPOINTED DATE OF NEXT ANNUAL MEETING OF STOCKHOLDERS TO ELECT UifiECTORS (MM/DO/YY). 04/16 / 87

^..DIRECTORS

. ft.. Charles..Ame8
.. ,T. David Barixes

.,.. Charles L. Blackburn

.W. H. Srieker

Ehiiip E, ',
.Gene Edwards

Ray»ond A. Ray

RQ£er P.

Allen.C. rfplmes
Jphn T...KJ

NAME STREET'ClTY/STATE/TiP

717 W. Naryood Street. Dallas, T.< 75201
Die Tarm Expres

Indeflr.lte

Richard. W.. Manderbach
W.. Thomao York

S. OFFICERS
CEO

NAME
William H. Brickcr

Richard M. Alilctrorr

Tiraothy J. Frctthold

TREASUi^SR Donald C. Hie Ike

OTHER OFFICERS Aast. Sacretary, pavld 3ee»e

STREE' CITY-STATE ZIP Dale To;fv txpii»s

71/ N. Ma»vwod Screet, Dallas, TX 752C1 i

13. ORIGINAL SIGNATURE (OFFICER. DIRECTOR OR INCOHPORATOK!
Asat. Secretary /v _

TITLE " -rCATr

I DDOC. »?0-05-S 0-01 DUE ON OR BEFORE MARCH 1,1907



UKIUtNAL - RETURN ENTIRE COPY - DO NOV DETACH - COMPLETE BOTH SiDES

BCLrttAAE FRANCHISE TAX
P. 0. SOX 7347-0113
PMKA, PA. 18170-0113

MICHAEL N. CASTLE. Governor
MSCHASiL HARKINS. Secretary o? State
Phone (302) 736-4225
I. AGENT

090D010
THE CORPORATION TRUST COMPANY
CORPORATION TRUST CENTER
1209 DRANOE STREET
WILMINGTON OE 18601

STATE OF DELAWARE STATE USE ONLY

•*•

FILED
I I 4 0 5 I H& -! n

OF STATE
CATt
DUE$50.00 PENALTY

H net r«c4»d by: MARCH 1, 1*88

1987 ANNUAL FRANCHISE TAX REPORT NO* OC1491

YVT324-6
1 mccMPCMAnoN CATC RENE>IAIIMTE

CV/1»/18S3

4 HAT]JBE (V GUtmESt

COWOMTIONNAI*
HAXU5 ENEROY 12/3O/87

RIWOCATIO* DATS

5 mNCIPAL PL*Cf. Of CIAINEU OCTSlOt OF OCLAWAKE

•aarn

JAN. 1st DEC. 31 si
I 7 4NT PERIODS WOT
I INQA9D W KttNHl

KTlWtl PUXIN3

DATE FflOM DATE I

I AUtHOnuXD STOCK
' A

C. HIIQMAIIC.-M

FRCFIRRKD
3OO,OO3.000
10OfOOOr£OO

$1.OOOO
$1.0000

f NO SMAK3
bSUED

a TOTAL anoss
ASSETS'•

H ASStVOME

*.AmANCMI!iCTAX

1 19O.COO.OO

C IS MOSTHIT MIMST (.!••
tAX t CCNA1.TV .* Afn.rC*S

.00

D ANNUAL FHINC Ftt

10.00

L FWV. CflEDT CM BALANCC
cue

.00

f. PREPAID QUARTERLY
PAYMENTS

87, iOO. 00

STATE CALCULATIONS ARE SHOWN IN THE SHADED AREAS.

YOUR CORPORATION MM USE THE UNSHADED AREAS FOR THEIR OWN
CALCULATIONS.

•DEDUCT PAYMENTS MADE AtTER THIS DATE.

a IXIARTEHO WTERISTCMECXCMa

$.00

TOTAL PAYMENT DUE

t33,i1CiOO-

YOUR REPORT WILL NOT BE CONSIDERED FILtD UNLESS THE ENTIRE REPORT IS RETURNfO

8000010
THE: CORPORATION TRUST COMPANY
CORPORATION TRUST CENTER
1209 ORANGE STREET
WILMINGTON M 1*801
I mt NUMBê  CORPORATION NA¥E

2 0 1 3 2 4 6 MAXUS ENERttr COftPQRATIOM

INT AMNUAL PIIANCMwte TAX HEMMT

MAKE CHECK PAYABLE TO:
DELAWARE SeCHETAWf OF STATE

./

NO,

QO1491

Itt REVISION OF ASSESSMENT (FOR THOSE CORPORATIONS FILING AFTER MARCH 1. 1968)
Conxxation is petitioning the Secretary of State for • reviston of franchise tax assessed for not filing an accurate and/or
timely annual franchise tax report. (For non stock corporations; corporation is petitioning the removal of the $50.001 ate
filinji penalty.) .

Reason for Petition

11. "NOTICE — If total gross assets repot :ed have dropped 15% from previous year asset?, please submit a complete copy
of U.S. FORM 1120.

Non-Responsive

Non-Responsive



{
i 12.APPOINTED DATE OF NEXf ANNUAL MEETING OF STOCKHOLDERS TO ELECT DIRECTORS (MM/DD/YY):

13. DIRECTORS NAME STREET/CITY/STATE/ZIP Dale Term Expires

lip. rVUiooOd Sfc.sftfl, OeMlflsrrv 7530) (W.
IP U UoYkafrlSL^ftfl C^aito&.TY 7^aK))

IP U.
1 n M.
in ̂

, 31**

1C7 P.
1LT

Mo^kl 7<7 M.
14. OFFICERS . NAME STREET/CITY.'STATE/ZIP

n n. jirJ

OTHEF) OFFICERS

15. ORIGINAL SIGNATURE (OFFICER, DIRECTOR OR 1NCORPORATOR) C~r~ Q/ TITLE J
' •

Date Tarm Expires

\\
)

"~\

TrM&R'
DATE

DOC. !2(H»-87-10-0» DUE ON OR BEFORE MARCH 1.1M8



ORIGINAL - RETURN ENTIRE copy • oo NOT DETACH STUB

1988 ANNUAL FRANCHISE TAX REPORT ••
MICHAEL N. CASTLE. Governor
MICHAEL HARKIKIS. Secretary of State
Phone (302) 736-4225

STATE5T A ™

FMMKMZSC TAX

; f. d. MX 7247-0113

t»A. 1»t70>»11*
jt.AuENT

i •060010

i THE COKPQXATIOH TRUST COMPANY

j COWMATUN TftUST CENTER

j 1309 OkANQE STREET
> tULMINCrrON DE 1WO1

P^ I » • •" r»ip». „ r*

2 I 9 6 2 5 HAS -I 89

SMI

MARCH 1,1M»

2 0 1 3 2 4 6 MAXUB ENEMY COWOIIATtON

SCO.
NO.

4 klATUME Of OUSINCSS
.
I 4 FWMCirAL PUlCt (X BU9V1C5.- OUTS1DI OF OtlAWABI

J717 N. HARWOOD ST.. DALLAS. TX 7a20l|
IMTEFROM

/ /ae

OO179>

MTE TO

/ /» :

A IIEOINDATE

07/H/8J

i

t» A FftANCHOC

B £r<CMNO DATE
C DESIONATION

OH STOCK CLASS

NICttRAID

0 X OP SHARE*

X».000,000
100,000*000

I PAR VAIUE/SHARE

(.OOOO
1.OOOO

> NO. SHARES
ISSUED

G TOTAL CKOSS
ASSETS

H ASSET DATE i

TAX

13O.OOO.OP

B wan PENALTY
If APPUCABtE)

C IS UONTM.V WTIKIIT ON
TAN ft PENALTY \<t AM\ICAM.E>

' .00

D ANNUAL FHING 'EC

' 10.00
10.00

C ">EV CREDIT OX BAIANCC
DUE

1 .00 •7.

; « ASSETS FOP ACGIXATCD INVESTMENT COBP»

: JJ^JSJ
j Oc. 31st

PniNTED

12/14/M

. VJARTERI.* WTERtST.-C^tW CMC

.00

TOTAL PA

Ml DIRECTORS NAME STREET Cn««T>ie.'ZU>

is* . e. . 0 >-*»
C» • <£. . "5 < t

. . . . . . . . . . . .
>:L REVISION OF ASSESSMENT: Coroorallon requwte i r«vi$ion for not filing «n idequiie and'Of t>m«ty Franchise Tax Report. (For

t nonstock corporntion: requests removal of trw» S5000 tare penalty)

Reason:

M CMiaiNAl SKlNATUn.Vn>fFI

X CLU4,
DO NOT DETACH

aooooio

ya OIAECTOA on ixconoomTom TITLE

vounnEPOflT WILL NOT BCCONMOEFMD FlkCO W4LESC THE ENTHfe

«/ STUB FOR BANK USE ONLY

YJvllfo
REPORT 18 ftKTURNEO DO NOT DETACH

1*M ANNUAL FRANCHISE TAX REPORT

Trie CORPORATION TWIST COMPANY

COftPfllUTIOM TftUST CENTEft

i 1»0» OMNQE STREET

I WIUaNOTON DE 19801
j I US NUMBER CORPOflATION NAME

' 2i 0 1 3 2 4 6 MAXUJ EHMtV qOMORATlON

STATE CALCULATIONS ARE SHOWN IN ITEM 8 IN THE SHADED AREAS ABOVE.

SEQUEHCENO.

0017J8
MAKE CHECK PAYA

DELAWARE seCHET/irtY OF ST.'
H'i ENC-

Non-Responsive

Non-Responsive



FILE: aaOEFRNCH

KAXUS EWEROY CORPORATION

ATTACHMENT TO 196* DELAWARE FRANCHISE TAX REPOttT

LIST OF DIRECTORS

DATE TfiRM
EXPIRES

. BJi*c*i
L.

B. Cimrh Burch*i«l
B.. Die*

Philip K. Coldw*ll

Hay
. C. Holm**



ORIGINAL - RETURN ENTIRE COPY - DO NOT DETACH STUB

1989 ANNUAL FRANCHISE TAX REF

MICHAEL Ni. CASTLE, Governor QTATP r* nci AW A DP
MICHAEL HARKINS, Secretary of State *TArt OFUtLAWAHB
Phone (302) 736-4225 /^<^&v

DELAWARE FRANCHISE TAX 1 UjrsCfil) )

P. 0. BOX 7247-0113 V$MVv2S/

PHILA. PA. 1B170-0113 ^Ss&fjr

I.AOENT $50.00

B000010 "*"" H

THE CORPORATION TRUST COMPANY

CORPORATION TRUST CENTER

120B ORANOE STREET

WXLMZNQTON DC 19801

ZFUNUMBER pORPCRAJWN NAME . . •• : '/' '".:j.:: ; :[/; •;', , :>^V::>;;|;jjj8'' "f '•' ;ii[- ':ip

2 0 1 3 2 4 6 • ' " ' • itAXu*̂ ENBK«rwRP6î
ilNOOMKWAnONDATE MNfWALOATS 'RtVOCAItONDATC. I :»OeMV*MPta |̂tf»(d;j|! ;itTYM (

 ; |i'

07/1B/1M3 • ' : ' - ' - '' •'• ' • ' • ' • - • : . ̂ N(SRAfc:: '
i NATURE OF BUSINESS Q l' \ <J ft <J ^ * PRINCIPAL PLACE OF BUSINESS OUTSIDE OF DELAWARE- •" 'it.

A /Nl . — r. f_ O " i\l \\ "V '.i" _ ! • - J • " • • . , ^. ....-:--i; III (<.'->'4</< plDfCi.<j:iuiA /i/ l "••••"•-' ' |
T. AUTrtoWED STO-> C. DESIQMATION D. NO. OF SHADES E. PAR VALUE/SHARE F. NO. SHAR
A. BEGIN DAVE B. ENDING DATE Cfl STOCK CLASS ISSUED
O7jr1t/8» MMHOH soo ,OOO ,OOO 1 .OOOO "O|(» Tt

PRIFlRMtP HOO.****.!!!*! H.aOOO Uj^atH

& A. FRANCHISE TAX B.»50.00 PENALTY C. l« MpNTHLY MTaiEST ON D. ANNUAL FIUNO FEE EP
ir APPLICABLE) TAX 4 PENALTY (IF APPLICABLE) D

* 130,000. CM5 » « .00 * 10.00 »

10.00
a ASSETS F0« REGULATED INVESTMENT CORPS DEDUCT PAYMENTS Q. QUARTERLY INTEREST/OH

MADE AFTER

Jan. isl 11/91/M * '&

Doc. 31st

*ORT STATE use WLV

hLED
MM? 1 1990

4 /̂J^
Kttf&Ln^ "— —

on or befora: MARCH 1, 1 990

;f :•}$':•$: .^C-as4;;;-: • .;i';
..•»... ;;.•!•: 'i!!' fe;':" ' W-.. '•" .OO1«4a "

ENOlASIbh|NT °ATE r ROM DATE T°

Dum»f?9» / /89 / /89
S G TOTAL GROSS

ASSETS

S5y

REV. CREOTT 041 BALANCE F. PRE
UE PAY

.00 »

H. ASSET DATE

PAID QUARTERLY

"Kf.ooo.oo
^1,500-a

ECK CHO TOTAL PAYMENT DUE
9 $ B5.010.00

m APPOINTED OATE OF NEXT ANNUAL MEETING OF STOCKHOLDERS TO ELECT DIRECTORS Q /frj /<f£)
11. DIRECTOf 18 NAME STBEET/CITy/3TATE/71P DATETERMEXPIRES

• . . ---^^^ Sao \iscfciC-l*«8« /Mirti.̂ ..* •.

». OFFICERS NAME STREET JCITY«TATE/ZIP
~1\~J *' '' *"• ' " ''• '• '•' '

POPftiriFNT C-wVdi ^<>MS L- feVtVctlOOIftA '"" '•"••"* - '•• '""•' -'• ~-:

VlfiP-PRFSIDPNT S-»eCU?irt fo C O*JL5C.l I *'
fiFnRFTARY Do.vjtA -f\..VjOf>.iVSLjJ>0<<V\ «i

cfTHeti nFpiî FRA C~^- 0ee.A-£- «»

,0 ,..,, DATETERMExPlneS

-1-' IA '•Jl-J1 \v\Aettvu-U
h
1,

k ,
^ i

19. PETITION FOR REVISION OF ASSESSMENT: State reason corporation requests a revision for not filing an adequate and/or timely Franchise

Tax Report (For nonstock corporation; requests removal of the $50.00 late penalty.)

Reason:

14. ORIGINAL SIGNATURE (OmCEfl. DIRECTOR OR INCORPOftATOR) TITLE

r'IvlllO
DO MOT DETACH ~ YOUH REPOf&WttlpOT BE CONaDERED FILED UNLESS THE ENTIRE REPORT IS HETUHNED DO NOT DETACH

" ^ STUB FOR BANK USE ONLY
0000010 1989 ANNUAL FRANCHISE TAX REPORT

THE CORPORATION TRUST COMPANY

CORPORATION TRUST CENTER

1209 ORANGE STREET

WILMINOTOM OE 19S01

FILE NUMK R CORPORATION NAME

2 0 1 3 2 4 6 MAXUS ENERGY CORPORATION
SGOUWCE NO,

ooiB2B
NOnCf • ELiCraDNIC PMUINTt AM NOW AVAILABLE TO OUAKTCTLt rtUUtCMlSE TAX PAVERS.

' HI: WSTWJCTTON9 IHO-OStO.
D CM€CK IF PAID UECTBONICAILT. THIS OCXS NOT WM.UOE HtCtSSITY FOB FILMO RIPORI BY W1/»0.

MAKE CHECK PAYAatETO:
DELAWARE SECRE^CByOF STATE ^

AMOUNT ENCLOSbU

Non-Responsive

Non-Responsive



MAXUS ENERGY CORPORATION

ATTACHMENT TO 1989 DELAWARE FRANCHISE TAX REPORT

LIST OF DIRECTORS

NAME ADDRESS

J. David Barnes
D. L. Black
Charles L. Blackburn
B. Clark Burchfiel
Philip B. Cole-toll
Bruce B. Dice
Raymond A. Hay
Allen C. Holttea
6. L. Jackson
John T. Kimbell
Richard W. Murphy
W. Thomas York

FILED
MAR 1

.DATE TERM
EXPIRES

717
717
717
717
717
717
717
717
717
717
717
717

N.
N.
N.
N.
N.
K.
N.
N.
N.
N.
N.
N.

Harwood
Harwood
Harwood
Harwood
Harwood
Harwood
Harwood
Harwood
Harwood
Harwood
Harwood
Harwood

St.
St.
St.
St.
St.
St.
St.
St.
St.
St.
St.
St.

Dallas,
Dallas,
Dallas,
Dallaa,
Dallas,
Dallas,
Dallas,
Dallas,
Dallas,
Dallas,
Dallas,
Dallas,

TX
TX
TX
TX
TX
TX
TX
TX
TX
TX
TX
TX

75201
75201
75201
75201
75201
75201
75201
75201
75201
75201
75201
75201

1990
1991
1990
1992
1990
1992
1992
1992
1991
1991
1991
1990



00216"

DO NOT ALTER FILE NUMBER

STATE OF DELAWARE
1992 ANNUAL FRANCHISE TAX REPORT

3
n?
*v

2
C•»

F
I

FILE NUMBER
2013248

'"^flF-^Z-TSM0

AUTHORIZED ST
BEGIN DATE

07/19/83

OCX
ENDING DATE

FRANCHISE TAX

S 150.000.00

CORPORATION NAME

MAXUS ENERGY CORPORATION
INCORPORATION DATE

JULY 19. 1983
DESIGNATION
OR STOCK CLASS

COMMON
PREFERRED

S50-00 PENALTY

S .00

RENEWAL 1 REVOCATION DATE DATE OP
INACTIVITY:

NO. OF SHARES

300,000,000
100,000,000

1.5% MONTHLY INTEREST

S .00

PAR VALUE /SHARE

1.000000

1.000000

QUARTERLY INTEREST

$ .00

NO. SHARES
ISSUED

ANN. FILING FEE

S 20.00

TOTAL CROSS
ASSETS

FROM TO
I I I I

ASSET DATE

PREV CREDIT OR BALANCE

S .00

ASSETS FOR REGULATED
INVESTMENT CORPS

Jan. lit
DM. 31st

PREPAID QRTY. PAYMENTS

S 120.000.00
AMOUNT DUE

s 30,020.00

THE CORPORATION TRUST COMPANY
CORPORATION TRUST CENTER
1209 ORANGE STREET
WILMINGTON, DE 19801

$50.00 PENALTY if not Received on or before
March 1,1993

MAKE CHECK PAYABLE TO
DELAWARE SECRETARY OP STATE

CHECK NO.

3774/b
.AMOUNT ENCLOSED

'SO., 03-0

Non-Responsive

Non-Responsive



Non-Responsive



OOJ200

DO NOT ALTER FILE NUMBER

STATE OF DELAWARE
1993 ANNUAL FRANCHISE TAX REPORT

FILE NUMBER
2013246

CORPORATION NAME
NAXUS ENERGY CORPORATION

F PLOYER 1C' NO.

AUTHORIZED SI
BEGIN DATE

07/19/83

DCK
ENDING DATE

FRANCHISE TAX

S 150.000.00

INCORPORATION DATE
JULY 19. 1983

DESIGNATION
OR STOCK CLASS

COMMON
PREFERRED

RENEWAL / REVOCATION DATE DATE Of
INACTIVITY

NO. OP SHARES

300,000,000
100,000,000

S50.00 PENALTY I 1 .5* MONTHLY INTEREST

« .00 's .00

PAR VALUE /SHARE

1.000000
1.000000

QUARTERLY INTEREST

5 .00

NO. SHARES
ISSUED

ANN. FILING FEE

S 20. 00

TOTAL GROSS
ASSETS

2»."W*r#
FROM TO
/ ; / /

ASSET DATE

PREV CREDIT OR BALANCE

S .00

ASSETS FOR REGULATED
INVESTMENT CORP.'i

Jin. 1st
Dec. 31st

PREPAID QRTV. PAYMENTS

S 120.000.00 !
! AMOUNT DUE

30,020.00
Kttii STEREO AGEhfi 3000010
THE CORPORATION TRUST COMPANY

CORPORATION TRUST CENTER

1209 ORANGE STREET
WILMINGTON, tlE 19801

$50.00 PENALTY if nol Received on or before
March 1,1994

MAKE CHECK PAYABLE TO:
DELAWARE SECRETARY OF STATE

CHECK NO. AMOUNT ENCLOSED

Non-Responsive

Non-Responsive



NATURE OF BUSINESS cp; j S^ g^-
±,. B — ' -^

•-I i »(•> £^

PRINCIPAL PLACE Of BUSINESS OUTSIDE OF DELAWARE

"7/7 AJ- -Hirujtec/ SVvJwfe^-TV -75-Z.o /
SEND INVOICE AND PAYMENT ONLY - NO ATTACHMENTS - NO ADDITIONAL PAGES

DIRECTORS NAME SI TlEET/ClTY/ST ATE/ZIP

-7/7 A). Htrouoool gf
DATE TERM EXPIRES

r )>Afi-g.ll L.J

OFFICERS NAME

k .
g

. STREET/CITY«TATE/ZI/CITY«TATE/ZIP

i. Hqru>0oot Sf
DATE TERM EXPIRES

ORIGINAL SIGNATURE (OFFICER, DIRECTOR OR INCORPORATOR) TITCE

'. ^C,



02365

DO NOT ALTER FILE NUMBER

STATE OF DELAWARE
1994 ANNUAL FRANCHISE TAX REPORT

Q

'-,
_-."

(1
,-x

£-

(i.
x

F
j
?

FILE NUMBER
2013246

CORPORATION NAME PHONE NUMBER
MAXUS ENERGY CORPORATION 1W-953-A0/A

FEDERAL EMPLOYER 10 MO.

AUTHORIZED ST
BEGIN DATE

07/19/83

OCK
ENDING DATE

FRANCHISE TAX

S 150.000.00

INCORPORATION DATE
JULY 19, 1983

DESIGNATION
OR STOCK CLASS

COMMON
PREFERRED

S50.W PENALTY

S .00

RENEVYAL/ REVOCATION DATE DATE OF FROM TO
INACTIVITY: / / / /

NO- OF SHARES

300,000,000
100,000,000

1. 5* MONTHLY INTEREST

S .00

PAR VALUE /SHARE

1.000000
1.000000

QUARTERLY INTEREST

S

NO. SHARES
ISSUED

IISjttMtt
1,W,056

\NN. FILING FEE

S 20.00

TOTAL GROSS
ASSETS

ASSET DATE ASSETS FOR REGULATED
INVESTMENT CORPS

Jan. Ut
Dtc.3l»l

PREV CREDIT OR BALANCE PREPAID QRTr. PAYMENTS

S 120.000.00- S
AMOUNT DUE
s 30,020.00

REGISTERED AGENT 9000010
THE CORPORATION TRUST COMPANY
CORPORATION TRUST CENTER
1209 ORANGE STREET
WILMINGTON, DE 19801

MAK£ CHECK PAY ABLE TO:
DELAWARE SECRETARY OF STATE

CHECK NO. AMOUNT ENCLOSED

$50.00 PENALTY if not Received on or before
March 1,1995. Plus 1.5% interest per month.

Non-Responsive

Non-Responsive



NATURE OF BUSINESS

Oil \FtOt* L Y/7/M\7Tif>
r

DIRECTORS

i. C k a f l-f :i A >
, <L. f J A f K &ut

ti/ i f/'oar
PRINCIPAL PLACE OF BUSINESS OUTSIDE OF DELAWARE

tei,'<MJ '111 /fo/+-J« f J Q f u ) n n a S > f - f e t j ' 0<J//<?5 / ^ j f < ? 5 'J^lo /
SEND INVOICE AND PAYMENT ONLY - NO ATTACHMENTS - NO ADDITIONAL PAGES

SAME STR£ET:CITY;$TATE/ZIP DATE TERM EXPIRES

flWk^urif Srt/v7-£ J.^ff:aj^-e.
c.kti'tl lf If

v Q-tut. f. 6. J ) i f£ '' >'
4, jfti'zhat/ f. F :r>/f£!>t~ '' //
< £.ha<Ue^ UJ,tta.ll fl ft
t AntiAlorJol A. ft

J

OFFICERS

i J 65f. 5fC. A
*• / s I J

ORIGINAL SIGNATURE/ (Off

x tvc--^-^?\ (y

at\j II tl

_ . ..„ -9*~t.-.i£~±:.:'. .^ _

NAME STREET/CITY/STATE/7IP ^ DATEJERM EXPIRES

f.kaflf^ ^. &laek buy/!/' 5<kin-£, J. *)a/\ sf.'ttr <'t ~&
Djtvu
fr ^

s/ 0, <>fti!t-k n "
KER.WIRECTOR OR. 1 (CORPORATOR) TITLE , / DATE

Non-Responsive



04546S

j-^DQ NOT ALTER FILE NUMBER

STATE OF DELAWARE
1996 ANNUAL FRANCHISE TAX REPORT

.0-

\L
\En

FILE NUMBER
2013246

CORPORATION NAME
I MAXUS ENERGY CORPORATION

FEDERAL EMPLOY i.R ID NO.

AUTHORIZED ST
BECIN DATE

07/19/W
07/19/83

OCR
ENDING DATE

FRANCHISE TAX

S 150,000.00

INCORPORATION DATE
JULV 19, 1983

DESIGNATION
OR STOCK CLASS

COMMON

PREFERRED

SSO.OO PENALTY

S .00

PHONE~ 214-953-2911
RENEWAL ; REVOCATION DATE DATE OF

INACTIVITY:

NO. OF SNARES
j

300,000,000

100,000,000

i

1.5ft MONTHLY INTEREST

S 900.00
i

PAR VALUE /SNARE

1.000000

1.000000

NO. SHARES
ISSUED

/V/fiSi,*^?
4j/J^<*»

TOTAL CROSS
ASSETS

ANNUAL FILING FEE PREVIOUS CREDITOR BALANCE

s 20.00 S 120.900.00 CR

FROM TO
S i I I

ASSET DATE ASSETS FOR RECULATU)
INVESTMENT CORPS

J«n. 1st
Dtc. 31st

PREPAID QUARTERLY PAYMENTS

S
AMOUNT DUE

s 30,020.00

REGISTERED AGENT 9000010
THE CORPORATION TRUST COMPANY
CORPORATION TRUST CENTER
1209 ORANGE STREET
WILMINGTON, OE 19801

$50.00 PENALTY if not Received on or before

March 1,1997. Plus 1.5ft interest per month.

MAKE CHECK PAYABLE TO:

DELAWARE SECRETARY OF STATE

CHECK NO. AMOUNT ENCLOSED

Non-Responsive

Non-Responsive



n^fWW exploration PRINCIPAL PLACE OF BUSINESS OUTSIDE OF DELAWARE
717 N. Harwood Street, Dallas, TX 75201

SEND INVOICE AND PAYMENT ONLY - NO ATTACHMENTS - NO ADDITIONAL PAGES

, TOiftent Rober«onti 717 HfTfiRSSf^Tet. Dallas, TX 752^ TnWn'fle
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STATE OF DELAWARE
1997 ANNUAL FRANCHISE TAX .REPORT

DO NOT ALTER FILE NUMBER

a
P

F

!

FILE NUMBER
2013246

CORPORATION NAME
HAXUS ENER6Y CORPORATION

FEDERAL EMPLOYER ID NO. INCORPORATION DATE [RENEWAL/REVOCATION DATE
 | JULY 19, 1983 |

AUTHORIZED SIC
BEGIN DATE

07-19-0

>CK
ENDING DATE

FRANCHBE TAX J

$ 150,000.00 j

DESIGNATION
OR STOCK CLASS

COHHON
PREFERRED

NO. OF SHARES

300,000,000
100,000,000

PAR VALUE/SHARE

1.000000
1.000000

SOJ)0 PENALTY VS% MONTHLY INTEREST

.00 $ .00

NO. SHARES
ISSUED

^SOOfOtH

ANN. f UNO FEE

* 20.00

PHONE NUUBER
214-9S3-2012

DATE OF FROM TO
MACTIVTTY 1 1 1

S
S

TOTAL GROSS
ASSETS

ASSET DATE

PREV CR EDIT OR BALANCE

* 120, 000. 00 CR

ASSbIS FOR REGULATED
INVESTMENT CORPS

JAN. 1st
DEC. 3131

PREPAID ORTY. PAYMENT!!

*AMOUNT DUE

$ 30,020.00

REGISTERED AGENT 9000010
THE CORPORATION TRUST COMPANY
CORPORATION TRUST CENTER
1209 ORANGE STREET
WIUONCTON, OE 19801

MAKE CHECK PAYABLE TO:
DELAWARE SECRETARY OF STATE

AMOUNT ENCLOSED

$50.00 PENALTY H not R*c»hr«d on or before

MAR 1, l998F1u«1.5%lntorestpermonth.

Non-Responsive

Non-Responsive
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STATE OF DELAWARE
1998 ANNUAL FRANCHISE TAX REPORT

DO NOT ALTER FILE NUMBER

FILE NUMBER
2013246

CORPORATION NAME
HAXUS ENERGY CORPORATION

FEDERAL EMPLOYER ID NO.

AUTHORIZED STC
BEGIN DATE

07-19-43;

>CK
ENDWQ DATE

FRANCHISE TAiT 1

$ 1511,000.00 »

INCORPORATION DATE.
JULY 19, 1993

DESIQNATIOH
OR STOCK CLASS

CDNHOH
PREFERRED

NO. OF SHARES

: 3(0,000,000
1(0,000,000

RENEWAUREVOCATKJN DATE

PAR VALUE/SHARE

1.000000
1.000000

PHONE NUMBER

DATE OF FROM TO
MACITVITY ; ; / /

NO. SHARES
ISSUED

3.sf<»,<»0«

SUM) PEnALTY 1 .5% UOHTHLY INTEREST AM4. FIUPK& IFtE

* $ 20.00

: • ' . ' • • •

TOTAL GROSS
ASSETS

ASSET DATE

HHtv CncDIT OR BALANCE

t 120, 000. 00 CR

ASStIS FOR REGULATED
INVESTMENT CORPS

JAR 1st
DEC. SI si

PREPAID QHTY. PAYMENTS

$

AMOUNT DUE

* 30,020.00

REGISTERED AGENT 9000010
THE CORPORATION TRUST COMPANY
CORPORATION TRUST CENTER
1209 ORANGE STREET
WILMINGTON, DE 19801

$50.00 PENALTY H net Hacalvwi onorbefeia
MAR 1, 1999Plu*i£%im»rMtp*r month.

MAKE CHECK PAY.iBLE TO:
DELAWARE SECRETARY OF STATE

CHECK NO. AMOUNF ENCLOSED

J30, 02.0. 00

Non-Responsive

Non-Responsive



NATURE OF BUSINESS

'Oil

PRINCIPAL PLACE OF BUSINESS OUTSIDE OF DELAWARE

lit Al. 75^3)
SEND INVOICE AND PAYMENT ONLY - NO ATTACHMENTS - NO ADDITIONAL PAGES

OFFICERS
i. ?m * Clo

NAME
Ko&sb 7/7

STBEET/CFTY/STATE/ZIP DATE TERM EXPIRIES
'

i±JL

FOR BANK USE ONLY

DIRECTORS
&fara,e L.

NAME STREET/CITY/STATE/ZIP
•7/7 AJ. T*

DATE TERU EXPIRES

R. A/xJ^-A.

K rtli~f^~t"D M^dti

P. O^xT^L P<?a-Ca£.k.
M&ri*0 /2o<56
p A !i)n 1 \say .

OR ̂ CORPORATOR)Of OR ^Cffu

Non-Responsive
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STATE OF DELAWARE

:ci.
6

1999 ANNUAL FRANCHISE TAX REPORT
DO HOT ALTER RLE*RMBEfl

VIE CORPaRMZflN TRUST OMPAHV
TotroRATim -guCTjcanst
1i4AA •̂̂ ft̂ ^H^B -AVtM^ffVJLZV7 WMHE JftlKLLT
HXUONBIW, «•-19M1

•MKECMECK-PAVUILETO:
DELAWADESGCtlETABrOFSTATE

Non-Responsive

Non-Responsive



SEND INVOICE AND PAYMENT ONLY - NO ATTACHMENTS - NO ADDITIONAL PAGES
NATURE OF BUSINESS

nOL'TiiVJG (L

PRINCIPAL PLACE OF BUSINESS OUTSlgE OF DELAWARE

_A k.e.r\o&fti«>JS. DA..a£i
IEET;

U^Oo'.S i_ ̂ -joi"̂  v ( X 77
DIRECTORS .' NAME

** (\a
~ STREET/CITY/STATE/ZIP

L Ii A :*A t>f J Tf4>-
DATE TERM JKOIRES

6.

DO NOT WRITE M THIS SPACE - FOR BANK USE ONLY

ICERS NAME

A.0<

STREET/CrrV^TATE/ZJP

Ac
DATE TERM EXPIRIES

i NO is e~ P~ i to * ~rts

3V/ilg ~Pft.g<; ^A^i'K. A. L -rl-l

ORIGINAL. SIQNATURE (OFFICER, DIRECTOR OR INCORPORATOR) TITLE

.ct T
DATE-



«*m STATE OF DELAWARE
2000 ANNUAL FRANCHISE TAX REPORT

DO NOT ALTER FILE NUMBER

no
p

?
Ois

FILE NUMBER
2013246

CORPORATION NAME

HAXUS ENERGY CORPORATION

FEDERAL EMPLOYER ID HO.

AlTTHd'R&O&TC
BEGMDATE

03-36-Z400

KX
ENDOW MTE

•3--30-2000

FRANCHISE TAi «

* 36,513.25 «

MCORPOHATIOH DATE I HENEWAUREVOCATION DATE
JULY 19, 1983 1

DESWNAT10H
OR STOCK CLASS

COKMON
PREFERRED
COMMON
PREFERREB

5,0*0
1,000

300,000,000
100,000,000

PAR VALUE/SHARE

1.000000
1.000000
1.000000
i.oooooo

SOJM PENALTY 15% MONTHLY INTEREST

.00 * 219.08

NO. SHARES
ISSUED

ANN. f UNG FEE

* 20.00

PHOMEHUMBEH

I DATE OF FROM TO
. INACTIVITY i i i t

ASSETS
ASSET DATE

PREV CREDIT OR BALANCE

« 29, 320. 14 CR

A3GETS FOR REUULMED
INVESTMENT COUPS

OAN.HJ
DEC.31**

P'A£PA)D QRTY. PAYMENTS

*AMOUNT DUE

* 7,432.19

REGISTERED AGENT 9000010
THE CORPORATION TRUST COMPANY
CORPORATION TRUST CENTER
1209 ORANGE STREET
WILMINGTON, HE 19801

tSOM PENALTY If not ft*e»lv*d on or before
MAR 1, 2001 Plu*1£%hitkr«ctp«r month.

MAKE CHECK PAYAG LE TO:
DELAWARE SECRETARY OP STATE
CHECK NO. AMOUNT (ENCLOSED

Non-Responsive

Non-Responsive



SEND INVOICE AND PAYMENT ONLY - NO ATTACHMENTS - NO ADDITIONAL PAGES

DO NOT WRITE IN THIS SPACE - FOR BANK USE ONLY

Non-Responsive



124 STATE OF DELAWARE
2001 ANNUAL FRANCHISE TAX REPORT

DO NOT ALTER RLE NUMEtER
FILE NUMBER

2015Z4*

CORPORATION NAME I 1 PHONE NU

HAXUS ENER6Y CORPORATION 1 |

FEDERAL EMPLOYER ID NO. INCORPORATION DATE 1 RENEWAL/REVOCATION DATE • 1 DATS OF
 JULY 19, 1»«I | ||MACTIVTTY /

AU 1 HuAIZED JftTOCK
BEGIM DATE EMnNO. DATE

•S-SO-2000

FRAHCH8E TAX i

• 50.01} 1

seaisresED A
THE CORPORA!
CORPORATION
120$ ORANGE
UILHINCTOH,

SO.OO PENALTY II not RaonlVMt

DESIGNATION NO. OF SHARES PAR VALUE/BHAnC NO. SHARES TOTAL OJIOSB ASOfel UA
OH STOCK CLASS MBUED A3HTS

COHNON 1,100 1.000001
PREFERRED 1.000 1.000000 |

i
OOOO PElULTV Uli U6NTHLV NTERESf ANU. FlljH& FEE MUtV CREDIT OR BALANCE

» * 2 O . O O •

CENT 90DDO1O k
ION TRUST COMPANY DEL.

STREET
DE 1»BO1

onorbMor. 

21«-»53-2012
FROM T6

TE ABSklK FOH RCQUJUiTED
IMVESTMEHT COHP8
JAN. Ill
«...

PREPAID ORTY. PAYUENTI

*AMOUNT DUE
» 70. DO

IAKE CHECK PAYABLE TO:
AWARE SECRETARY OF 1ST ATE
CK NO. AMOUNT ENCLOSED

Non-Responsive

Non-Responsive



*<_, AM I MOnmelf I a - N«J «ULM I IUNAL. KACitS

DIRECTORS

j. \V\ -. C. ̂  c- A 1-
3-

.,

,,

S.

.x~x '~\\CL... x C-Cf.OL if=
NAME STREET/CITY/STATE/'

V— ^*__J <"" v~\ \ ~^> "~5 k-"_ V «P<\; t^_ \^." ^^^V-S» ,--V, S

^T~vC -. c-* .A ^TNY-^-f^xC^'^x \^ *^/5""- ^ •f
/ar\ t' CT. \-~-n' : V^^-v . v,-> "

•J '

)ELAWARE

ZIB^ _T_ ] DATE TERM EXPIRES

> 0; set- "^i < , 'T'Ac^ >^_-î  f .-jv.^vvJ'i^-- -
'̂ K.

DO NOT WRITE IN THIS SPACE - FOR BANK USE ONLY



4 5 C M U D 3 0 9

F I L E D

MITATtO

CWTinCATl Of MCOftPORATMX

or
DUMONO SHAMftOCX i

(OrtojMVy teceiporaied undet ttte name of
Ntw OtaMOMtf C«rpw«lo<i on July 111M3)

The name of ff* Corporation (the "Corporation' ) it CXernonO Shamrock Corporation.

SfCOND The regaterad office of Vw Corporatio/t m the SUM <*f Delaware is located at
Corporation Trust Center. 120ft Orange Sfr*tt. m tfw City of WHmmgton. County of N«w CuO*. Tht

o« tr« CorporMon'i ftgmytd agtni ct tuoti tddrtM H Th« Corporation Trust Company.

THWO The purpoM of th* Corporttton to to wpp m »ny lawful act or actMty for wNoh
c»Txx»tkx>« may ba organtzad undar tfM Ganarai Corporatfon Uw of m« Stxta

Th» Corporavon it auttwruad to taaua two daMM of capttai ttocM, daaJgrwad
Common Stock and Prtfarrad Stock. Tha amount of total autrttrt»*!'aoMatocfc of tr» Corporation
it 400.000.0CO artaraa. dwoad into 300.000.000 tharat of Common t :ocK. $1.00 par vakjt, and
tOO.000.000 tharat of Prafarrad Stock. $1.00 par vak».

Tha Pratarrad Stock may t>a laauad in ona or mora aariat. * » Board of Mractor* la haraby
authoruad to toaua ma tnarat of Pratarrad Stock m tuch aartaa utd to fU from ttmt to Umt bafora
iuwtrxx tr* numbar of aharat » ba tndudad in any aariaa and iha daalgnaton. raiatrva powara,
prararanoaa and rtghtt and qua»Acatk>na. limrtationa or raatrtcttona of al aharaa of such aarlaa. Th»
auttxxtty of tha Board of Otractor* with ratpact to aach »ari*> trial InOuda. without ImWng the
Oonaralrty of tha foragolng. lha datanrdnatton of any or al of tr» toBowIng;

(a) ma numbar of aharaa of any aarlaa and tha daaignatton to dWnputoh tha aharta of
auch aartaa from tha aharas of al othar aartaa; . ,„>

(b) m* voting powers, if any. and wtothar such voting powars ara fun or limited. In auch
tertat;

(c) the redemption provisions. If any, applicable to such series. Including tha redemption
price or prices to ba paid:

(d) wtwther dMdanda, tf any, shai be cumutottvt ornoncumuWva, tht dMoMMi
suc^tdf^.tnd the datM and preferences of dMdendt on jychseriw:

(a) tha rlghta of such series upon tha voluntary or Involuntary dlasohitkxi of, or upon any
distribution of the assets of. tha Corporation;

(>} the provisions. H any. pursuant to which the shares of such series ara convertible Into,

any other class or classes of stock, or any other security, of the Corporation or any, other
corporation, and price or prices or the rates of exchange applicable thereto; , :"'v'-

(g) fte r-̂ h*. " *ny, to subscribe for or to purchase tiny securities of the Corporation or
any other corporation;

'fh) the provisions, If any, ol a sinking fund applicable to such series; and

(I) any other relative, participating, optional or other special powers, preferences, rights,
qualifications, limitations or restrictions thereof;



all as shall be determir>ed from time to time by the Board of Directors and shall be stated In sakj
resolution or resolutions providing for tf» issuance of such Preferred Stocx (a "Preferred Stock
Designation").

S2.07 Cumulative Convert/We Pnfvnd Stock

Trie following is a statement of the powers, preferences, rights, qualifications, limitations and
restrictions of the Series, consisting ol 4,183,374 shares. $1.00 par value, of the S2.07 Cumulative
Convertible "referred Stock,

(A) DMdtnH /tare; Cumu/aflve Date. The holders of this Series shall be entitled in each year
to receive, as and when declared by the Board of Directors out of funds legally available for
such purpose, cash dividends, payable quarterly on the fifteenth day of March, June, Septem-
ber ancl December, respectively, in each year commencing December 15.1983, and payable at
tfx) following rates:

(1) on December 15.1983. at the annual rate of $.34 per share per year (assuming
payment of dividends shall have commenced en such date, in accordance with this dMsJon
(A)). and

(2) on any dividend payment date occurring after December 15,1983. at the annual
rate of $2.07 per share per year.

Dividends on the shares of this Series shall be cumulative from September 15 and anal be
payable on the dividend payment dates referred to above. In the event that the Corporation snal
fall to declare and pay dividends on this Series as provided herein, no dMdends on ony other
series of Preferred Stock of the Corporation shall be declared or paid unless and until the
Corporation shall have declared and paid, or made available for payment, an amount equal to al
accrued but unpaid dividends on this Series. In no event, so long as any shares of thb Series
shall be outstanding, Shan any dividend, whether in cash or property be paJd or declared, nor
shall any distribution be made, on any junior stock, nor shad any shares of any junior stock be
purchased, redeemed or otherwise acquired for value by the Corporation, unless all dMdends
on shares of this Series for aU past quarterly dividend periods and for the then current quarterly
period shad have been paid or declared and a sum w-ffldent for the payment thereof set apart
The foregoing provisions of this paragraph shall not. however, apply to a dividend payable In
any junior stock, or the acquisition of shares of any junior stock In exchange for, or through
application of the proceeds of the sate of, shares of any other Junior stock. Subject to (he
foregoing, and to the provisions of the Corporation's Certificate of Incorporation and of any
other Preferred Stock Designation filed by the Corporation pursuant to Section 151 of the
General Corporation Law of the State of Delaware, the Board ojMDJrtttorsrnay declare, out of
any funds tegalry available therefor. dMdandi uponWHilirr̂ SSSKKffVlait̂ fS î
stock, and no holders of shares of this Series shafl be entWsd to share therein,

(B) Redemption. The shares of this Series shall not be redeemable.

(C ]' Liquidation Rights. In the event of any voluntary or Involuntary liquidation, dissolution
or winding jp of the affairs of the Corporation, then, before any distribution or payment shal be
made to the holders of any Junior stock, the holders of shares of this Series shal be emitted to
be paid In ful $31.82 per share and no more, together with accrued birt unpaid Dividends to the
payment date whether or not earned or declared. If, upon any liquidation, dissolution or winding
up of the affairs of the Corporation, the amounts payable to all holders of al outstanding shares
of aflt series of Preferred Stock to which they are entitled are not paid In tun. the holders of
shares of all series of Preferred Stock shall share ratabfy In any distribution of assets in
proportion to the full amounts to which they would otherwise be respectively entitled. Neither
the consolidation or merger of the Corporation, nor the sale, lease or conveyance of all or a part



of its assets, shall be deemed a liquidation, dissolution or winding up of the affairs of the
Corporation wit*,!n the meaning of the foregoing provisions of this division (C).

(0) Convert/on Rights. The noWert of shares of this Series shall have the right, at ther
option, to convert such shares Into snares ot Common Stock of the corporation at any time on
the following terms and conditions:

(1) The share* of this Series shall t>e convertible into futty paid and nonassessable
srwos (calculated as to each conversion to the nearest 1 /100th of a share) of Common
Stock at the conversion rate In effect at the time of conversion. The rate at which shares of
Common Stock than be delivered upon conversion (the "Conversion Rate") sh;' be
initially one share of Common Stock for each share of this Series; provided, however, that
such Initial Conversion Rate shal be subject to adjustment from time to time In certain
instances as hereinafter provided. The Corporation shall make no payment or adjustment
on account of any dividends accrued on the shares of this Series surrendered tor
conversion or on account of any dMdends accrued on the Common Stock.

(2) In order for any holder of shi.r, of this Series to convert the same Into Common
Stock, he shall surrender the certificate or certificates tfierefor. duly endorsed, at the office
of it Transfer Agent or at such other oftce as may be designated by the Corporation lor this
Series, and shall gtva written notice to the Corporation at said offlce that he elects to
convert the same or part thereof and shal state In writing therein the name or names m
which he wiahet the ^rtfteate or certificates for Common Stock to be issued. The
Corporation wilt, as soon as practicable thereafter, luue and deliver at said office to such
holder of snares of this Series, or to his norrtnef or nominees, certificates for the number
of full shares of Common Stock to which he Shan be entitled as aforesaid, together with
cash In lieu of any faction of a share as hereinafter provided. Shares of this Series shal be
deemed to have been converted aa of the dose ol business on the data ot ihe surrender of
such shares for conversion aa provided above, and th* person or persona entitled to
receive Common Stock hsuaWe upon such conversion shall be treated for all purposes aa
the record holder or holders of such Common Stock as ol the dose of business on such
date.

(3) In case the Corporation shal at any time subdivide Its outstanding shares ol
Common Stock Into a o/eaternumc^ of shares, by way of a olvWerxIpay^
Stock or as a stock split, or In case the outstanding shares of Common Ltock of the
Corporation shall be combined into a smaBer number ol shares, the Conversion Rate In
effect immediately prior to such subdivision or combination shad be adjusted
proportionately.

(4)lnthaevemthat,atanytJiMCffrmtimatotJnM
sham* of this Series, the Corporation shal grartte the holders of Its Commbrr«lM(!i(

right to subscribe lor or purchase any shares of stock of any class of the Corporation, the
Corporation shad concurrently therewith grant to the hoMers of shares of this Series the
same purchase or subscription rights, m the same proportion as if each share of this Series
had teen converted Into shares of Common Stock at the then-existing Conversion Rate.

(5) In case of any capital reorganization or any rectification of the capital stock of
the Corporation, or In case of the consofcJation or merger ol the Corporation with or Into
Another corporation or the conveyance of al or substantially aD of the assets of the
Corporation to another corporation, each share of this Series shall thereafter be convertible
Into the number of shares of stock or other securities or property to which a holder ol the
number of shares of Common Stock ot the Corporation deliverable upon conversion of
such share of this Series would have been antitted upon such reorganization, redassffica-
non, consolidation, merger or conveyance; and, In any such case, appropriate adjustment
(as determined by the Boars of Directors) shall be made in the application ol the



provisions herein set forth with respect to the rights and Interests thereafter of the holders
of this Series to the end that the provisions set form herein (Including provisions with
respect to changes In and other adjustments of the Conversion Rate) shall thereafter be
applicable, as nearly as reasonably may be, to relation to any shares of stock or other
property thereafter dellveraMe upon the conversion of the shares of this Series.

(6) Whenever the Conversion Rate Is adjusted as herein provided, the Treasurer of
the Corporation shall compute the adjusted conversion rate m accordance with this division
(D) and shag prepare a certificate setting forth such adjusted Conversion Rate and
showing In detail the facts upon which such adjustment ts based, and such cefmrrf* sh»»
forthwith be fled with the Transfer Agent or Agents for this Series and a copy tr/etal
mated to the holders of shares of this Series.

(?) Incase:

(a) the Corporation shall declare a dividend (or any other distribution) payable
upon Its Common Stock otherwise than In cash or to Its Common Stock; or

(b) the Corporation shafl authorize the granting to the holders of its Common
Stock of rights to subscribe for or purchase any shares of stock of any class; or

(c) of any capital reorganization of the Corporation, redesslflcatfon of the capita)
stock of the Corporation, consoMatton or merger of the Corporation with or toto
another corporation, or conveyance of al or substantially afl of the assets of the
Corporation to another corporation; or

(d) of the voluntary or Involuntary dissolution, liquidation or winding up of the
Corporation; ^

then, and In any such case, the Corporation shal cause to be maOed to the Transfer Agent
or Agents for this Series, to the holders of record of the outstanding shares of this Series
and to Cox & Smith, incorporated (Attention: Dan Q. Webster, 111) at least ten days prior to
the date hereinafter specified, a notice stating (x) the date on which a record Is to be taken
for the purpose of such dividend, distribution or granting of rights, or. If a record la not to be
taken, the date as of which the holders of Common Stock of record to be entitled to such
dividend, distribution or granting of rights are to be <Wentilned, or (y) the data on wWch
such classification, reorganization, consolidation, merger, conveyance, Dissolution, BqukJa-
tion or winding up is to tato place, and the date. If any Is to be fixed, as of which holders of
Common Stock of record shal be entitled to exchange their shares of Common Stock for
securities or other property deliverable upon such redassiflcatton. reorganization, consoH-
dation. merger, conveyance, dissolution, liquidation or winding up.

(8)Tr»Corpora«tosrrtalaltima*rit*fwart
but unissued Common Stock or out of shares of Common Stock held in Its tHjasury'toWy^^77^
for the purpose of effecting the conversion of the shares of this Series, the fuD number of
shares of Common Stock deliverable upon the conversion of al shares of this Series from
time to time outstanding. The Corporation shall from time to time to accordance with the
General Corporation law of the State of Delaware Increase the authorized amount of Its
Common Stock If at any time the authorized number of shares of Owmon Stock remaining
unissued shal not be sufficient to permit the conversion of all of the shares of this Series at
the time outstandmg.

(9) No fractional shares of Common Stock are to be Issued upon conversion, but the
Corporation shall pay a cash adjustment In respect of any fraction of a share which would
otherwise be tesuable in an amount equal to the same fraction of the market price
(determined as hereinafter provided) per share of Common Stock on the day of conver-
sion as determined under subdivision (2) above. For the purposes of the foregoing, such



market price shall be the last sate price regular way. or. in the case no such sale takes
place on such day. the average of the closing bid and asked prices regular way. in either
case as officially quoted on the New York Stock Exchange, or, if the Common Stock rs not
at the time listed on such Exchange, the average of the closing bid and asked prices as
furnished by any recognized dealer In securities selected by the Corporation for that
purpose.

(10) The Corporation will pay any and all Issue and other taxes that may be payable In
respect of any Issue or delivery of shares of Common Stock on conversion of shares ol this
Series pursuant hereto. The Corporation shall not, however, be required to pay any tax
which may be payable in respect of any transfer Involved in the issue and delivery of shares
of Common Stock in a name other than that In which the shares of this Series so converted
were registered, and no such Issue or delivery shall be made unless and until the person
requesting such issue has paid to the Corporation the amount of any such tax, or has
established, to the satisfaction of the Corporation, that such tax has been paid.

(E) Snares Not Retswabit. Shares of this Series purchased by the Corporation or
converted shall not be reissued as shares of this Series.

(F) Voting Rights. Except as may otherwise be provided by law or In this division (F), the
holders of the shares of this Series shad be entitled to vote at a rate of one vote per share as a
class with the holders of ail other shares of capital stock of the Corporation then entitled to vote,
and mot as a separate class, on a non-cumulative basis for election of directors and upon an
other matters which may be submitted to a vote of holders of the Corporation's Common Stock
at any annual or special meeting thereof. In the event of any adjustment In the Conversion Rate
of shares of this Series as provided in division (D) hereof, the Initial voting rate set forth above
shal be correspondingly and simultaneously adjusted.

If, at any time, dividends payable on Issued and outstanding shares of this Series or any
other issued and outstanding series of Preferred Stock of the Corporation shall be In default tn
an amount equivalent to six quarterly dividends, then, in addition to the voting rights In respect
of trie election of directors set forth In the preceding paragraph, the holders of shares of this
Series, voting separately as a Series, shall be entitled to elect two directors and, subject to the
provisions of any other Preferred Stock Designation, the holders of the tomrnon Stock and any
series of Preferred Stock entitled to vote (Including this Series), voting together as • dan,
Shan be arrtrtled to elect the remaining directors of the Corporation. Such right of the holders of
shares of this Series to elect two directors may be exercised until dividends In defau* on shares
of trte Series shall have been paid in fun or declared and set aside in trust When Si such
dividends In default shall have been paid in fun or declared and set askto tot trust (and such
dividends In default shall be so paid as soon as lawful and reasonably practicable out. piany

'assets of to Corponitten available ihere )̂, tw^^
of such voting rights, subject always to the same provisions for the vesting of such voting,rights
in the case of any such future dh.Jend default or defaults. Whenever the holders of shares of
this Series shall be divested of such voting rights, the term of office of any directors elected by
holders of snares of this Series shall Immediately terminate without further action.

The foregoing right of holders of shares of this Series with respect to the election of
directors of the Corporation may be exercised at any annual meeting ol stockholders or, within
the limitations hereinafter provided, at a special meeting of stockholders held for such purpose.
If the date upon which such right of the holders of shares of this Series shall become vested
shai be more than 90 days preceding the date of the next ensuing annual meeting of
stockholders as fixed by the By-Laws of the Corporation, the Chairman of the Board of the
Corporation shad, within 10 days after delivery to the Corporation at its principal office of a
request to such effect signed by the holders of at least 5% of all shares of this Series then
outstanding, call a special meeting of stockholders of the Corporation to be held within 40 days



after the delivery of such request (or the purpose of permitting holders of shares of this Series
and the holders of any other Issued and outstanding series of Preferred Stock of the
Corporation having special voting rights In respect of any such default, or any similar default In
the payment of dividends on shares of such other series, to elect directors to serve until the
next annual meeting and until their successors shall be elected and shall qualify. AH directors of
the Corporation shall be subject to election at tnt time of any such meeting ivald for such
purpose, notwithstanding that the term for which sucr directors had been elected shall not then
have expired.

Whenever the holders of shares of this Series sha* be entitled to elect two directors, any
such holder shall have the right, during regular ttuslness hours, in person or by a duly
authorized representative, to examine and to make transcripts of the stock records of the
Corporation for shares of this Series for the purpose of communicating with other holders of
shares of this Series with respect to the exercise of such right of election.

At any annual or special meeting of stockholders held for the purpose of electing directors
when the holders of shares of this Series shall be entitled to elect two directors, as hereinabove
provided, the presence in person or by proxy of the holders of cne-tftird of the outstanding
shares of this Series shall be required to constitute a quorum for the election by such series of
such two directors, and, subject to the provisions of any other Preferred Stock Designation, the
presence In person or by proxy of the holder* of a majority of the outstanding snares of
Common Stock shall be required to constitute a quorum for the election by such class of the
remaining directors; provided, however, that a majority of outstanding shares of the holders of
thin Series, any other series of Preferred Stock entitled to vote at such meeting to etoct
directors, or the Common Stock, who are present In person or by proxy shaP have power to
adjourn such meeting from time to time without notice other than announcement at the meeting.
At any such election of directors by the holders of shares of this Series, each such holder shay
have one vote for each share of such stock standing in his name on the books of the
Corporation on any record date fixed for such purpose or, If no such date be fixed, at the dose
of business on the day next preceding the day on which notice is given, or if notice Is waived, at
the close of business on the day next preceding the day on which the meeting Is nek).

If, during any interval between annual meetings of stockholders for the election of directors
and while the holders of shares of this Series shall be entitled to elect two directors, the
directors in office who have been elected by the holders of shares of this Series shall, by reason
of resignation, death or removal, be fewer than two (a) the vacancy or vacancies thai be fitted
by the remaining director, il any, then In office who was so elected or succeeded to • director so
elected, and (b) if not so Riled within 40 days after the creation thereof, the Chairman of the
Board of the Corporation Shan call a special meeting of the holders of shares of this Series and
such vacancy or vacancies shal be fined at such special mettlny ''««"" **ut

Any director elected by shares of this Series may be removed from office by vote of the
holders of a majority of the shares of this Series. A special meeting of the holders of shares of
this Series may be called by a majority vote of the Board of Directors for the purpose of
removing a director In accordance with the provisions of this paragraph. The Chairman of the
Board of the Corporation shaH, in any event within 10 days after delivery to the Corporation at
its principal office of a request to such effect signed by the holders of at least 5% of the
outstanding shares of this Series, call a special meeting for such purpose to be held within 40
days after the delivery of such request

So long as any shares of this Series are outstanolng. the consent of the holders of at least
6(84% of the outstanding shares of this Series shal be necessary for effecting or validating:

( 1 ) Any amendment, alteration or repeal of any of the provisions of the Certificate of
Incorporation, or of the By-Laws, of the Corporation, which affects adversely the voting
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powers, rights or preferences of the holders of shares of this Series or reduces the time for
any notice to which the holders of shares of this Series may be entitled;

(2) Any Increase or decrease in the aggregate number of, or in the par value of, the
authorized shares of Preferred Stock of the Corporation or the authorization or creation, or
any increase In the authorized amount, of any stock of any class, or any security convertible
Into stock of any class, ranking prior to this Series either as to payment of dividend or
distribution of assets;

(3) The voluntary dissolution, liquidation or winding up of the affairs of the Corpora-
tion, or the sale, lease or conveyance by the Corporation of all or substantially all its
property or assets;

(4) The merger or consolidation of the Corporation with or Into any other corporation
unless the corporation resulting from such transaction wB thereafter have no class of stock
authorized or outstanding ranking prior to the Preferred Stock or to any class of stock
Issued in the transaction hi exchange for the Preferred Stock, except for any class of stock
of any constituent corporation (I) which was outstanding prior to such transaction (and
was not created in anticipation of such transaction) and which remains outstanding
thereafter, or (ii) which is issued in connection with such transaction in exchange or
substitution for, and has substantially the same rights and preferences as. an outstanding
class of stock of any of the constituent corporations (which was not created In anticipation
of such transaction) prior to such transaction.

(G) Source of Rights. The shares of this Series shall not have any relative, participating,
optional or other special rights and powers other than as set forth above and In the Certificate
of Incorporation.

(H) Definition*. As used herein, the following terms shall have the following meanings:

(1) The term "junior stock" shall meanCommon Stock and any other class of stock of
the Corporation hereafter authorized over which shares of this Series have preference or
priority In the payment of drvidends or in the distribution of assets on any ftquidation,
dissolution or winding up of the Corporation. - . -..-. „„:**«*-,

(2) The term "accrued dividends", with respect to any shares of this Series, snal
mean an amount computed at the annual dividend rate for shares of this Series from the
date on which dividends on such shares become cumulative to and Induing the data to
which such dividends are to be accrued, less the aggregate amount of aD drvidends

W.OO Cumulative ConverWWe Preferred Stock

The following is a statement of the powers, preferences, rights, qualifications, limitations and
restrictions of the Series, consisting of 2,500,000 shares, $1.00 par value, of the $4.00 Cumulative
Convertible Preferred Stock.

(A) Number of Sham. The number of shares which shall constitute this Series shal be
2,500,000, which number may be increased or decreased (but not below the number outstand-
ing) from time to time by the Board of Directors of the Corporation.

(B) Dividend Rate; Cumi/tam* Date. The annual dividend rate payable on this Series shaB
be $4.00 per share, cumulative to the extent not paid from September 15,1983, and In each
case payable quarterly on March 15, June 15, September 15 and December 15 In each year,
commencing December 15,1983.



(C) Redemption. The Corporation may, at the option of the Board of Directors, redeem the
whole or any part of the then-outstanding shares of this Series, at any time or from time to time,
upon notice duly given as hereinafter specif ad, at the following prices per share if redeemed
during the 12-month period beginning December 15 of the year indicated:

1982 $53.20 1986 $51.60
1983 52.80 1987 51.20
1984 52.40 1988 50.80
1985 52.00 1989 50.40

and thereafter at $50.00 per share, together in each case with a sum. for each share so
redeemed, computed at the rate of $4.00 per annum from and after the last regular quarterly
payment date applicable to $4.00 Series C Cumulative Convertible Preferred Shares of
Natomas Company. Irrespective of whether such date precedes or follows the date of Issuance
of this Series, on which the quarterly dividend was paid In full (the "Accrual Date"), to and
Including such date fixed for redemption, less the aggregate of the dividends theretofore and on
$uch redemption date paid on such Series, but computed without Interest; provided that unless
provision has been made for payment In ful of dividends on an shares of outstanding Preferred
Stock of the Corporation for an past dividend periods and the current period, no sum shall be
set aside for the redemption of any shares of this Series nor shaR any shares of this Series be
purchased or otherwise acquired by the Corporation.

| D) Notice ot Redemption. Notice of redemption of shares of this Series, as described In
division (C) hereof, shall be given as folows:

(1) Notice of every such redemption of shares of this Series shall be given by
publication at least once a week In each of two successive weeks In a newspaper printed in
the English language and customarily published on each business day and of general
circulation in the city In which the Corporation maintains Its principal executive offices and
In the Borough of Manhattan, The City of New York, commencing at least 20 but not more
than 60 days prior to the date fixed for such redemption. Notice of every such redemption
shall also be mailed at least 20 but not more than 60 days prior to the date fixed for such
redemption to the holders of record of the shares so to be redeemed at their respect̂ . rf .̂ ĴB,
addresses as the same shall appear on the books of the Corporation, but no failure to man
such notice nor any defect therein or In the maffing thereof shad affect the valdlty of the
proceedings lot the redemption of any shares so to be redeemed.

(2) In case of redemption of a part only of this Series at the time outstanding, the
redemption may be either pro rata or by tot The Board of Directors shaD prescribe the
manner In which the drawings by tot or tt» pro ratajpdejpptton. aha|j>>Tct
subject to the provisions herein and in the Certificate of riioorponitton contaWdTWi
and conditions upon which the shares of this Series shal be redeemed from time to time.

(3) If such notice of redemption shall have been duly given by pubBcatJon or It the
Corporation shall have given to the bank or trust company designated by the Corporation
pursuant to this subdivision (3) irrevocable authorization promptly to give or to complete
such notice of publication, and if on or before the redemption date specified therein the
funds necessary for such redemption shall have been Deposited by the Corporation, In trust
for the pro rata benefit of the holders of the shares so caled for redemption, with • bank or
trust company In good standing, designated In such notice, organized under the laws of the
United States of America or of the State of New York, doing business In the Borough of
Manhattan. The City of New York, having a capital, surplus and undivided profits aggregat-
ing at least $5,000,000 according to its last published statement of condition, then.
notwithstanding that any certificate for shares so called for redemption shall not have been
surrendered for cancellation, from and after the time of such deposit, all shares so called
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for redemption shall no longer be deemed to be outstanding and all rights with respect to ;
such shares shaH forthwith cease and terminate, except only the right of the holders thereof -
to receive from such deposit the funds so deposited, without interest, and the right to
exercise on or before the dose of business on the date fixed for redemption, privileges of
exchange or conversion, if any, not theretofore expiring. Any interest accrued on such
funds shall be paid to the Corporation from time to time.

(4) Any funds so set aside or deposited by the Corporation which shal not be
required for such redemption because of the exercise of any right of conversion or
exchange subsequent to the date of such deposit shall be released or repaid to the
Corporation. Any funds so set aside or deposited, as the case may be, and unclaimed at the
end of six years from such redemption date shall be released or repaid to the Corporation,
after which the holders of the shares so called for redemption shall look only to the
Corporation for payment thereof.

(5) In connection with any redemption of shares of this Series, the Corporation may
arrange for the purchase and conversion of any shares of this Series by an agreement with
one or more investment banking firms or other purchasers to purchase such shares by
ppymg ic or for the account of the holders thereof on or before the dose of business on the
dite fixed for such redemption an amount not less than the redemption price (phis accrued
a.xJ unpaid dividends) payable by the Corporation on redemption of such shares. Any
shares of this Series tendered by the holders thereof for redemption or not duty surren-
dered for conversion or deemed converted by the holders thereof prior to the dose of
business on the date fixed for redemption shad be deemed acquired by such purchasers
from such holders Immediately prior to the close of business on the date fixed for such '
redemption and surrendered by such purchasers for conversion pursuant to such agree
merit, subject to payment of the amount indicated above. Such amount shaB be deposited,
in trust for the pro rata benefit of the holders of shares of this Series entitled thereto, with a
bank or trust company described In subsdlvislon (3) of this division, and such deposit shall
in aR respects be treated as though made by the Corporation pursuant thereto.

(6) If the Market Value of the Conversion Unit (as hereinafter defined) on the date
fixed for the redemption of shares ol this Series Is at least equal to 120% of the amount
payable in respect of each share of this Series upon such redemption In accordance with
division (C) hereof, then shares of this Series not duty surrendered for conversion by the
holders thereof prior to the dose of business on the date fixed for redemption shal
nevertheless be deemed to be converted by such holders into shares of Common Stock
pursuant to division (H) hereof Immediately prior to such time; provided, however, that no '
certificates for Common Stock testable upon such
of shares of this Series so converted or dividends paid or other dtetrlbuttonsrnadeonthe
Common Stock so Issued to such holder unless and until such holder shafl surrender to the
Corporation the certificates for the shares of this Series so converted. Upon such
surrender, there shaH be paid to the holder of such certificates the aggregate amount of
dividends and other distributions that but for the provisions hereof would have been paid by
the Corporation with respect to the Common Stock issued on such conversion, but without
interest thereon. Untfl certificates representing shares of this Series have been so surren-
dered such certfteates shaH be deemed for al corporate purposes, other than the payment
of dividends or distributions, to evidence ownership of the Common Clock issued upon
conversion of such shares. For purposes ol this subdivision (6), the "Conversion Unit" at
a,ny time shall be deemed to be the number of shares of Common Stock Into which each
share of this Series then may be converted, as provided In division (H) hereof, and the
"Market Value of the Conversion Unit" on any date fixed for the redemption of shares of
this Series shall be deemed to be the amount determined by multiplying (i) the Conversion



Unit on such date by (li)^tne dosing price per share of Common Stock on such date,
determined as provided in'subdivision (3) of division (H) hereof.

(E) Liquidation. The amount which shall be paid to the holders of shares of this Series in
the event of any voluntary or Involuntary total liquidation, dissolution or winding up of the
Corporation shall be $50.00 per share on each outstanding share of this Series, plus In respect
of each share of this Series a sum computed at the rate of $4.00 per annum from and after the
Accrual Date, to and including the date fixed for such payment, less the aggregate of dividends
theretofore paid thereon, but computed without Interest.

(F) Ratable Treatment. In the event that the amounts payable In accordance with division
(E) hereof are not paid In full, each share of this Series shaH, together wtth outstanding shares
of all other series of Preferred Stock of the Corporation, share ratably, without priority of one
series over the other, in the payment of dividends, Including accumulations. If any, in the
proportion that the amount of dividends, including accumulations, If any, then payable on each
share bears to the aggregate of such amounts then payable on all Preferred Stock of the
Corporation and in any distribution of assets other than by way of dividends In the proportion
that the sum payable on each share bears to the aggregate of the amounts so payable on al
shares of Preferred Stock of the Corporation.

(G) Limitation on Dividends. So long as any of the shares of this Series shall remain
outstanding, no dividend whatever shall be paid or declared, and no distribution made, on any
junior shares, other than a dividend payable solely In junior shares, nor shal any junior snares
be acquired for a consideration by the Corporation or by any company a majority of the voting
shares of which is owned by the Corporation, unless at dividends on the shares of this Series
accrued for al past quarterly dividend periods Shan have been paid and the full dividends
thereon for the then current quarterly dividend period shall have been paid or declared and duly
provided for.

(H) Conversion Rights. The terms upon which the holders of shares of this Series may
convert the same Into shares of any other class or classes are as follows:

(1) Subject to the provisions for adjustment hereinafter set forth and to the provisions
of the division (D) hereof, each of the shares of this Series shall be convertible, at the
option of tho holder, upon surrender to any Transfer Agent for such shares or lo* the
'Corporation if no such Transfer Agent exists, of the certificate for the share to be
converted, into 1.2280 fully paid and non-assessable shares of Common Stock of the
Corporation. The right to convert shares of this Series called for redemption shal terminate
at the close of business on the date fixed for redemption, unless the Corporation shall
default in the payment of the redemption price determined as provided In dMslon (C)
hor̂ -rf. ..n™ r̂ nû lnn nl .nw >!»,«. * thte SUrU* ™ .llr̂ nr* ftr «rth«

made for dividends on either class of shares, but nothing in this subdivision s
Corporation from its obligation to pay any dividends which shal have been declared and
shall be payable to holders of shares of this Series of record as of a date prior to such
conversion even though the payment date for such dividend Is subsequent to the date of
conversion.

(2) The number of shares of Common Stock Into which each of the shares of this
Series is convertible shall be subject to adjustment from time to time as follows:

(I) In case the Corporation shall (a) pay a dividend on Its Common Stock in
shares of the Corporation, (b) subdivide its outstanding Common Stock, (c) combine
Its outstanding Common Stock Into a smaller number of shares, or (d) issue by

' rectification of Its Common Stock (whether pursuant to a merger or consolidation
or otherwise) any shares of the Corporation, then each holder of a share of this Series
shan be entitled to receive upon the conversion of such share, the number of shares of
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m« Corporator *(«h ne wouW nave owned oc h? e oeen entitled to receive after m«
happening of any ol the events descnbwC »bov» had such share been converted
ir">.rnediat»ty pnor to the happening o' such event Sucrt adjustment shall be made
whenever any of the events toted above shall occur An adjustment made pursuant to
tt>rt subdnrision thai Decome effective retroactively with respect to conversions made
subsequent to the record date m the case of a stock dividend, and sftal become
effective on trie effective date in the case ol a subdivision, combination or
rectassrAcation.

(U) In case me Corporation shall issue rights or warrants to the holders of Its
Common Stock as vuch emitting them to subscribe for or purchase Common Stock, at
a price per share IMS than the current market price par share of Common Stock (as
defined m subdivtsio-> (3) below) on the record date for determination of stockholder!
entitled to receive such rights or warrants, then In each such case the number of
shares of Common Stock into which each share of this Series sha» thereafter be
convertible shaft be determined by multiplying the number of shares of Common Stock
Into which sucrr ihare of this Series was theretofore convertible by a fraction, of which
the numerator shall be the number of shares of Common Stock outstanding on the
date of issuance of such rights or warrants plus the number of additional shares of
Common Stock offered tor subscription or purchase, and of which the denominator
shall be the number of shares of Common Stock outstanding on the date of issuance of
such rights or warrants plus the number of share* which the aggregate offering price
of the total number of shares so offered would purchase at such current market price.
For the purposes of this subdivision, the Issuance of rights or warrants to subscribe for
or purchase shares or securities convertible Into shares of Common Stock shal be
deemed to be the Issuance of rights or warrants to purchase the shares of Common
Stock into which such shares or securities are convertible at an aggregate dieting
price equal to the aggregate offering price of such snares or securities plus the
minimum aggregate amount (if any) payable upon conversion of such shares or
securities Into shares of Common Stock. Such adjustment shall be made whenever any
such rights or warrants are Issued, and shad become effective retroacttvery with
respect to conversions made subsequent to the record date for the determination of
stockholders entitled to 'ricerve such rig'rts or warrants.

(ill) In case the Corporation shall distribute to holders of Hs Cornmon Stock
(whether pursuant to a merger or consolidation or otherwise) evidences of Its
indebtedness or assets (excluding cash distributions after August 31, 1983 not
exceeding the aggregate net earnings of the Corporation and its subsidiaries on a
consolidated basis after such dote less dividend* paid after such date on shares other
than shares of Common Stock, an determined In accordance with generaly accepted
accounting prtndplM) or rights to aubacrt*
(H) above) then In each SLK^ case the number of shares of Corrnxjn Stock Into ¥^
each share of this Series shall thereafter be convertible shall be determined by
multiplying the number of shares of Common Stock into which such share of this
Series was therefore convertible by a fraction of which the numerator shell be the
current market price per share of the Common Stock (as defined In subdivision (3)
below) on the record date for determination of stockholders entitled to receive such
distribution, and of which the denominator shad be such current market price per share
of the Common Stock less the fair value {as determined by the Board of Directors of
the Corporation, whose determination shaH be conclusive, and described In a state-
ment filed with each Transfer Agent tor the shares of this Series) of the portion of the
assets or evidences of indebtedness so dlstrubuted or of such subscription rights
applicable to one share of Common Stock. Such adjustment shall be made whenever
any such distribution is made, and shall become effective retroactively with respect to



conversions made subsequent to the record oate for me to termination of stockholders
entitled to recede sucn distrtb-jt»on

(3) For me purposes o« any computation under subdivision (2) above, me current
market price pe* share of Common Stock on any date shall be deemed to be me average of
the dait) dosing prices lor the 30 consecutive full business days commencing 45 ful
business days before the day in question. The closing price for each day Shan be the last
sales price regular way or. in case no sale takes place on such day. the average of the
closing bid and asked prices regular way. in either case ( I ) as ofhciaRy quoted by the New
York Stock Exchange Composite Tape or ( H ) if . v\ the reasonable judgment of the Board Of
Directors of the Corporation, the New York Stock Exchange. Inc. is no longer the principaJ
United States market lor the Common Stock, then as quoted on the principal United States
stock exchange or market for the Common Stock as determined by the Board of Director*
or the Corporation, or (In) if. in the reasonable judgment of the Board of Directors of the
'Corporation there exists no principal United States stock exhange or market for the
'Common Stock, then as reasonably determined by the Board of Directors of the
'Corporation.

(4) No adjustment In the conversion rate shall be required unless such adjustment
(plus any adjustments net previously made by reason of this subdivision (4)) would
require an increase or decrease of at least 1% in the number of snares of Common Slock
into which each share of this Series is then convertible; provided, however, thai any
adjustments which by reason of this subdivision (4 ) are not required to be made shaN be
carried forward and taken into account in any subsequent adjustment An calculations,
under division (H) sha> be made to the nearest one-hundred thousandth of a share.

( 5 ) Whenever any adjustment Is required in the shares Into which shares of tNs Series
is convertible, the Corporation shall forthwith (I) file with each Transfer Agent for this
Series a statement describing in reasonable detail the adjustment and the method of
calculation used, and (II) cause a copy of such statement to be malted to the holders of
record of the shares of this Series as of the effective date of such adjustment

( 6) No fractional shares or scrip representing fractional shares shafl bejssyed upon
the conversion of sharesof this Series. If any such fttWefston woOttWfeltiMlVqliHl fli'
issuance of a fractional share, an amount equal to such fraction muttlpled by the dosing
price (determined as provided In subdivision (3) above) of the shares of Common Stock
on tne day of conversion dial; be paid to the holder in cash by the Corporation.

(7) The certificate :>» any Independent firm of public accountants of recognized
standing selected by the Pr ".rd of Directors shall be evidence of the correctness of jny

(H). •-'•'*' " " • ..... "•*<" y*atm*»

(8) AH shares of this Series redeemed, purchased or otherwise acquired by the
Corporation or surrendered to it for conversion into Common Stock as provided above shall
be cancelled and thereupon restored to the status of authorized but unissued Preferred
Stock undeslgnated as to series.

( 9 ) The Corporation shall be entitled to make such Increases in the conversion rate, In
addition to those required by this division (H). as shall be determined by the Board of
Directors, as evidenced by a resolution thereof, which are advisable in order to avoid
taxation so far as practicable of any dividend of shares or rights to shares, or any event
treated as such a dividend to the recipients for federal Income tax purposes.

a

(10) The shares of this Series shall be deemed to have been converted and the
person converting the same to have become the holder of record of shares of Common
Stock, for the purpose of receiving dividends and for all other purposes whatever, as of the
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date when a certificate or certificates for such shares ot this Senes are surrendered to the
Corporation as aforesaid. The Corporation shall not CM required to make any such
conversion, and no surrender of the shares of this Series shall be effective for such
purpose, whte the books for the transfer of either the shares of Common Slock or of tfvs
Series are ctos*d for any purpose, but the surrender of such shares of this Series for
conversion during any period while such books are closed shai become effective for al
purposes ot conversion Immediately upon the reopening of such books, as if the conver-
sion had been made on the date such shares of this Series were surrendered.

(11) The Corporation shai at aD times reserve and keep available out of Its authorized
Common Stock the fufl number of shares Into which a* shares of this Series from time to
ttme outstanrjog are convertible, If at any time the number of authorized and unissued
snares of Common Stock shafl not be sufficient to effect the conversion of all outstanding
shares of this Series at the conversion rate then in effect, the Corporation shall take such
corporate action as may. in the opinion of Its counsel, be necessary to Increase Its
authorized and unissued Common Stock to such number as shaB be sufficient for such
purpose.

(I) Voting Right*. Except as may otherwise be provided by law or In this rjvtslon (I), the
holders of the shares of this Serier. shaR be entitled to vote at a rate of one vote per share as a
class with the holders of an other snares of capital stoc* of the Corporation then entttted to vote,
and not as a separate dass. on « non-cumulative basis for election of Directors and upon al
other matters which may be submitted to a vote of holders of the Corporation's Common Stock
at any annual or special meeting thereof.

In addition to the voting rights In respect of the election of directors sal forth to the
preceding paragraph, the shares of this Series shaR have the voting rights set forth below.

( 1 ) So long as any of the shares of this Series are outstanding, the consent of the
holders of at least a majority of the thet ̂ -outstanding shares of this Series, given In person
or by proxy at any special or annual meeting catted for the purpose, shai be necessary to

effect or validate any one or more of the following:

(I) Any Increase in the authorized amount of Preferred Stock or the authorization,
"or •anymcrme-in-the mithtmerOToonyot anyd»8» of-snar* of »• CuputiftHi"'*' '••JP

ranking on a parity with the Preferred Stock.

(U) The sale, lease or conveyance ( otfwtrwn by mortgage) of aJ or substanttaiy
all of the property or business of the Corporation or the consofkJatton or merger of the
Corporation Into any other corporation, unless the corporation resulting from such
merger or consolidation shall have thereafter no class ot shares, either authorized or
outttanoTng, ranking prior to of en • parity wtft sherea tanttforO
Preferred Stock, except the same number ot shores with no greater rights and
preferences than the shares of Preferred Stock authorized immediately preceding such
consolidation or merger and unless each holder of snares of Preferred Stock hnmeoV
atery preceding such consolidation or merger shall receive the same number of shares,
with substanttaBy the same rights and preferences, of the resulting corporation;
provided, however, that the resulting corporation may have authorized and outstanrjng
such additional shares having preferences or priorities over or being on a partly wtth
the shares of Preferred Stock as the holders of Preferred Stock of the CorporatJcn may
have previously authorized pursuant to the Certificate of Incorporation; and provided,

, further, that this requirement of consent by the holders of shares of Preferred Stock
shad not be deemed to apply to or operate to prevent either the purchase by the
Corporation of the assets or shares. In whole or In part, of any other corporation, or the
sale by the Corporation or any subsidiary of all or part of tr-*» capital shares or assets of



other corporations. includn.g a subsidiary, or r.-.t sale o' a o vision or divisions ol the \.
Corporation or of any subsidtaty. or any other sale of property or assets which ••
constitutes toss than substantially all of the property or assets of the Corporation. :

(2) So long as any of the shares ot this Series are outstanding, the consent of the *•
holders of at least 66*¥fc of the then-outstanding shares of this Series given in person or by ?
proxy, at any special or annual meeting called for the purpose, shall be necessary to permit, %
effect or validate any one or more of the following: I

(i) The authorization, or any increase in the authorized amount, of any class of I
shares of the Corporation ranking prior to the shares of Preferred Stock. I

(ii) TM amendment, alteration or repeal of any of the provisions of the Certificate \
of Incorpcx ,tion, or the amendment, alteration, repeal or adoption of any resolution |
contained m a certificate of designation Wed pursuant to Section 151 of the General '
Corporation Law of the State of Delaware in the office of the Secretary of State of the I
State of Delaware, which would affect adversely any right, preference, privilege or ^
voting power of the shares of this Series or shares of any otter- series cf Preferred ";

Stock or the holders thereof. ;'

(3} Without limiting the rights, if any. of holders of any other series of Preferred Stock. j
in case the Corporation shall be In arrears in the payment of six quarterly dividends, •;
whether or not successive, on the outstanding shares of this Series or any other outstand- ?,
Ing series of Preferred Stock, the holders of shares of this Series voting separately aa a '•
class and in addition to their other voting rights shall have the exdushva right to elect two •
additional directors beyond the number to be elected by all stockholders at the next annual ••
meeting of stockholders called for the election of directors, and at every subsequent such * ";
meeting at which the terms of office of the directors so elected by the holders of shares of ;!
this Series expire, provided such arrearage exists on the date o) such meeting or ;'
subsequent meetings, as the case may be. The right of the holders of shares of thJa Series
voting separately as a class to elect two members of the Board of Directors of the
Corporation is aforesaid shall continue until such time as all dividends accumulated on al
shares of Preferred Stock shall have been paid In fufl and provision has been made for the
payment m full of the dividends for the current quarjer, at which time the special right ot the
T.-**-•• • - •_ ••»*.• _ -I*.*-*..**.* » - — • rhi-i»Ji • m m m t m u . .._ .*.^^-^.-.r» --.•.PT, * . t*mt.-^

holders of shares of this SefleTsoTol
shall terminate, subject to revesting at such time as the Corporation shall be In arrears in
trie payment of six quarterly dividends, whether or not successive, on the outstanding
shares of this Series or any other outstanding series of Preferred Stock, If the annual
meeting of stockholders of the Corporation is not. for any reason. ̂ 9ld on the data fixed in
the By-Laws at a time when the holders of shares of this Series, voting separately and aa a '
class, shall be entitled to 'toct directors, or ii vacancies that exist In bo%ciB t̂̂ .ptfef» :̂î lrtW..(,
of directors elected by the holders of shares of this Series, the Chairman oil the Board of '̂ ^
the Corporation shaH. upon the written request of the holders of record of at feast 10% of
the shares of this Series then outstanding addressed to the Secretary of the Corporation,
can a special meeting in lieu of the annual meeting of stockholders, or. In the event of such
vacancies, a special meeting of the holders of sharus of this Series, for the purpose of
electing directors. Any such meeting shall be held at the earliest practicable date at the
place for the holding of the annual meeting of stockholders or as otherwise determined
pursuant to the By-Laws. If such meeting shall not be catted by the Chairman of the Board
of the Corporation within 20 days after personal service of said written request upon the
Secretary of the Corporation, or within 20 days after mailing the same within the United
States by certified man. addressed to the Secretary of the Corporation at Its principal
executive offices, then the holders of record of at least 10% of ths outstanding shares of
this Series may designate in writing one of their number to call such meeting at the expense

. . , ...... 14



of the Corporation, and such meeting may be called by the person so designated upon the
notice required for the annual meeting of stockholders of ttw Corporation and shall be held
at the place for holding the annual meetings of stockholders or as otherwise determined
pursuant to the By-Laws. Any holder of shares of this Series so designated shall have
access to the lists of stockholders to be called pursuant to the provisions hereof.

At any meeting held for the purpose of electing directors at which the holders of shares
of this Series shall have the right to elect directors as aforesaid, the presence In person or
by proxy of the holders of at least 3316% of the outstanding shares of this Series shall be
required to cc ••stitute a quorum of such shares of this Series.

In the event any meeting of the holders of shares of this Series shall be held for the
purpose of electing directors pursuant to this subdivision (3), nothing contained herein
shall preclude the Corporation from simultaneously calling and holding a meeting of any
other class or series of capital stock of the Corporation which may have voting rights to
elect directors.

Any vacancy occurring In the office of director elected by the holders of shares of this
Series may be filled by the remaining director elected by the holders of the shares of such
class, unless and until such vacancy shall be filled by the holders of the shares of such
class. Any director to be elected by the holders of shares of this Series shad agree, prior to
his election to office, to resign upon any termination of the right of the holders of shares of
this Series to vole as a class for directors as herein provided, and upon any such
termination the directors then In office elected by the holders of shares of this Series shal
forthwith resign.

(J) Corta/n Taxes. The Corporation shal pay any and all taxes which may be Imposed
upon It with respect to the issuance and delivery of shares of Common Stock upon the
conversion of the shares of this Series as herein provided. The Corporation shafl not be
required In any rvent to pay any transfer or other taxes by reason of the Issuance of such
shares of Common Hock in names other than those In which the shares of this Series
surrendered for conversion may stand, and no such conversion or issuance of shares of
Common Stock shall be made unless and until the person requesting such Issuance has paid to
the Corporation the amount of any such tax or has established to the satisfaction of the

wn arKrlls'tiaiisiBf ayvfitTl* any,

(K) No Sinking Fund. No sinking fund shad be provided for the purchase or redemption of
the shares of this Series.

(L) No Preemptive flirts. The holders of shares of this Series are not entitled to any
preemptive or other rights to subscribe for or to purchase any shares or securities of any class
whlclvmay at any time be issued, sold w^oltered f

(M) fta/i*. An shares of Preferred Stock, Including this Series, shaH b» of equal rank with
each other regardless of series, and shall be identical with each other except as provided In the
Certificate of Incorporation or m a certificate of designation filed pursuant to Section 151 of the
General Corporation Law of the State of Delaware with the Secretary of State of the State of
Delaware.

Each holder of Common Stock of the Corporation entittod to vote shad have one vote for each
share thereof held except In the case of any election of Directors as provkfcd In Section 4 of Article
Eighth.

Except as may be provided In this Certificate of Incorporation cr by the Board of Directors In a
Preferred Stock Designation, the Common Stock shaR have the ex:kislve right to vote for the
election of Directors and for an other purposes, and holders of Preferred Stock shall not be entitled
to receive notice of any meeting of stockholders at which they are not entitled to vote or consent.
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IT* Corporation shall be entitled to treat the person In whose name any share of its stock is
registered as the owner thereof for all purposes, and shall not be bound to recognize any equitable
of other claim to. or interest in. such share on the part of any other person, whether or not the
Corporation shall have notice thereof, except as expressly provided by applicable laws.

FIFTH. In furtherance of, and not in limitation of the powers conferred by statute, the Board of
Directors Is expressly authorized and empowered:

(a) To make and alter the By-Laws of the Corporation; provided, however, that the By-
Laws made by the Board of Directors under the powers hereby conferred may be altered,
changed, amended or repealed by the Board of Directors or by the stockholders having voting
power with respect thereto, except that By-Laws 6,12.15 and 49 shaH not be altered, changed,
amended or repealed, nor shad any provision inconsistent with such By-Laws be adopted,
without the affirmative vote of the holders of at toast 80% of the combined voting power of al
shares of the Corporation entitled to vote generally In the election of Directors, voting together
as a single class. Notwithstanding anything contained in this Certificate of Incorporation to the
contrary, the affirmative vote of the holders of at least 80% of the combined voting power of al
shares of the Corporation entitled to vote generaBy in the election of directors, voting together
as a single class, shall be required to alter, change, amend, repeal, or adopt any provision
inconsistent wtth, this Section (a) of Artie* Fifth; and

(b) From time to time to determine whether and to what extent, and at what times and
places, and under what conditions and regulations, the accounts and books of the Corporation
or any of them, snail be open to Inspection of stockholders; and no stockholder shal have any
right to Inspect any account, book or document of the Corporation, except as conferred by
apiplicable law and subject to the rights, if any. of the holders of r.ny series of Preferred Stock.

The Corporation may in its By-Laws confer powers upon Its Board of Directors In addition to the
foregoing ant' In addition to the powers and authorities expressly conferred upon the Board of
Directors by applicable law.

SIXTH. The stockholders and Board of Directors of the Corporation shall have power to hold
their meetings and to have one or more offices of the Corporation within or without the State of
Delaware, and to keep the books of the Corporation outside of the State of Delaware at such pta*
or places as may from time to time be designated by the Board of Directors.

SEVENTH. Subject to the rights of the holders of any class or series of stock having a
preference over the Common Stock as to dividends or upon liquidation to elect additional Directors
under specific circumstances:

(a) Any action required or permitted to be taken by the stockholders pi the CorporaHon.
must bVeffecftd at an annuafor special meeUng of tii&MiMiftî ^
not be effected by any consent in writing of such stockholders; and .

(b) Special meetings of stockholders of the Corporation may be called only by the
Chairman of the Board of Directors and shaD be promptly cafed by the Chairman or the
Secretary at the written request of a majority of the Board of Directors upon not fewer than ten
nor more than 60 days' written notice.

Notwithstanding anything contained In this Certificate of Incorporation to the contrary, tJw
affirmative vote of the holders of at least 80% of the combined voting power of all shares of the
Corporation entitled to vote generally in the election of directors, voting together as a single class,
shad tie lequlred to alter, change, amend, repeal, or adopt any provision Inconsistent with, this
Article Seventh.

EIGHTH. SECTION 1. Number, Bectlor and Terms of Directors. Subject to the lights of the holders
of any class or series of stock having a preference over the Common Stock as to dividends or upon
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liquidation to elect additional Directors under specific circumstances, the number of the Directors of
trie Corporation shall be fixed from time to time by or pursuant to the By-Laws of the Corporation.
The Directors, other than those who may be elected by the holders of any class or series of stock
having a preference over the Common Stock as to dividends or upon liquidation, shall be classified
with respect to the time for which they severally hold office into three classes, as nearly their equal in
number as possible, as shall be provided in the manner specified in the By-Laws of the Corporation.
At the annual meeting of the stockholders held in 1985, one class shall be originally elected for a
term expiring at the annual meeting of stockholders to be held in 1986, another class shall be
originally elected for a term expiring at the annual meeting of stockholders to be held in 1987. and
another class shall be originally elected for a term expiring at the annual meeting of stockholders to
be held in 1988. with the members of each class to hold office until their successors are elected and
qualified. At each succeeding annual meeting of the stockholders of the Corporation, the succes-
sors ol the class of Directors whose term expires at that meeting shall, subject to Section 4 of this
Article Eighth, be elected by plurality vote of ad votes cast at such meeting to hold office for a tenn
expiring at the annual meeting of stockholders held in the third year following the year of their
election.

SECTION 2. Stockholder Nomination of Director Candidates and Introduction of Business. Advance
nc''ce of stockholder nominations for the election of Directors and advance notice of business to be
brought by stockholders before an annual meeting shall be given In the manner provided in the By-
Laws of the Corporation.

SECTION 3. Newfy Created Directorships and Vacancies. Except as otherwise provided tor or
fixed by or pursuant to the provisions of Article Fourth of this Certificate of Incorporation relating to
the rights of the holders of any class or series of stock having a preference over the Common Stock
as to dividends or upon liquidation to elect Directors under specified circumstances, newly created
directorships resulting from any Increase In the number of Directors and any vacancies on the Board
of Directors resulting from death, resignation, disqualification, removal or other cause shal be (Bed
only by the affirmative vote of a majority of the •emalning Directors then In office, even though toss
than a quorum of the Board of Directors. Any Director elected In accordance with the preceding
sentence shall hold office for the remainder of the full term of the class of Directors In which the new
directorship was created or the vacancy occurred and until such Director's successor shal have
been elected and qualified. No decrease In the number of Directors constituting the Board of
Directors shall shorten the term of an incumbent Director.

SECTION 4. Cumulative Voting In Certain Circumstances. In any election of Directors of the
Corporation on or after the date on which the Corporation becomes aware that any 30% Stockholder
(as defined below) has become a 30% Stockholder, there shall be cumulative voting for election of
Directors so that any holder of shares of Voting Stock may cumulate the voting poww represented
by his shares and give one candidate a number,,of .votes equal to.th*.njjrpbe&g&r,
elected multiplied by the number of votes to which such shares are entitled, or distribute such votes
on the seme principle among as many candidates for election as such holder of shares determines.
For the purposes of this Section 4 of Article Eighth, a "30% Stockholder" shad mean any person
(other than the Corporation and any other corporation of which a majority of the voting power of the
capital Mock entitled to vote generally in the election of directors Is owned, directly or Indirectly, by
the Corporation) who or which te the beneficial owner, directly or Indirectly, of 30% or more of the
outstanding Voting Stock.

SECTION 5. Removal. Subject to the rights of the holders of any class or series of stock having a
preference over the Common Stock as to dividends or upon liquidation to elect addtional Directors
under specified circumstances, any Director may be removed from offiworty by the affirmative vote
of the holders of at least 80% of the combined voting power of the outstanding shares of Voting
Stock, voting together as a single class; provided, that notwithstanding the foregoing provisions of
this Section 5 of this Article Eighth, If at any time when cumulative voting is permitted pursuant to
Section 4 of this Article Eighth less than the entire Board of Directors is to be removed, no Director

17



may bo removed from office if the votes cast against his removal would be sufficient to elect him as a
Director if then cumulatively voted for him at an election of the class of Directors of which he is a
part.

SECTION 6. Amendment, Repeal or Attention. Notwithstanding anything contained In this Certifi-
cate ol1 Incorporation to the contrary, the affirmative vote -of the holders of at least 80% of the
combined voting power of the outstanding shares of the Voting Stock, voting together as a single
class, shall be required to alter, change, amend, repeal, or adopt any provision inconsistent with,
this Article Eighth.

SECTION 7. Certain Definitions. For the purpose of this Article Eighth:

(a) A "person" shall mean any Individual, firm, corporation or other entity.

(b) "Voting Stock" shall mean the outstanding shares of capital stock of the Corporation
entitled to vote generally in the election of Directors. In any vote required by or provided for In
this, Article Eighth, each share of Voting Stock shall have the number of votes granted to it
generaRy In the election of Directors.

(c) A person shall be a "beneficial owner" of any shares of Voting Stock:

(I) which such person or any of its Affiliates or Associates (as hereinafter defined)
beneficially owns, directly or indirectly; or

(it) wr^suchpersonoranyofftsAf!DlatesorAssoclatesr«s(a)trwn^trttoacqMire
(whether such right is exerdsabte immediately or only after the passage of time), pursuant
to any agreement, arrangement or understanding or upon the exercise of conversion rights,
exchange rights, warrants or options, or otherwise, or (b) the right to vote pursuant to any
agreement, arrangement or understanding; or

(HI) which is beneficially owned, directly or indirectly, by any other person with which
such person or any of its Affiliates or Associates has any agreement, arrangement or
understanding for the purpose of acquiring, holding, voting or disposing of any Voting
Stock;

provided, however, that no person shall be deemed to be a "beneficial owner? of any sham 0*̂ '
Voting Stock solely by reason of such person's right to vote or to acquire such Voting Stock
pursuant to any agreement or instrument approved by a majority of the Board of Directors.

(d) In determining whether a person is a 30% Stockholder pursuant to Section 4 of into
Article Eighth, any class of Voting Stock outstanding shall be deemed to Include any Voting
Stoat deemed owned through application of paragraph (c) of this Section 7 but shal not
include any other securities ol such class wr̂ chjpay.bejyuabfr
arrangement or understanding, or upon exerdse of corrverston rights, warranty or opttone. or -~^f
otherwise. . "•?

(e) "Affiliate" or "Associate" shall have the respective meanings ascribed to such terms
in Rule 1 2b-2 of the General Rules and Regulations under the Securities Exchange Act of 1934.
as hi effect on January 1, 1985.

NIMH SECTION 1. Prevention of Groenmail. Any direct or Indirect purchase or other acquisition
by the Corporation of any Voting Stock of any class from wry Interested Stockholder at a price In
excess of the Market Price shall, except as hereinafter provided, require the affirmative vote of the
holders of at least a majority of the combined voting power,pf,tl̂ p|n^Stt̂ |p^
class, excjuding any votes cast wtth respect to shares of Voting Stb« benwcftlr/ owr^ by such
Interested Stockholder. Such affirmative vote shall be required notwithstanding the fact mat no vote
may be required, or that a lesser percentage may be specified, by law in or any agreement with any
national securities exchange, or otherwise, but no such affirmative vote shall be required with
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respect to any purchase or other acquisition of securities made as part of (a) a tender or exchange
offer by the Corporation to purchase securities of the same class made on the same terms to all
holders of such securities and complying with the applicable requirements of the United States
securities laws and the rules and regulations thereunder, (b) the redemption of any shares of
Preferred Stock pursuant to the provisions of Article Fourth of this Certificate of Incorporation or any
Preferred Stock Designation, or (c) pursuant to an open-market purer* se program conducted in
accordance with the requirements of Rule 10t>18 promulgated by tf.e Securities and Exchange
Commission pursuant to the Securities Exchange Act of 1934, or any successor rule or regulation.

SECTION 2. Prevention of Sdf-Doaling. In addition to any action, including any vote by stockhold-
ers required by law or this Certificate of Incorporation, the approval or authorization of any Self-
Dealing Transaction shaB require either (a) the approval of a majority of Disinterested Directors or
(b) the affirmative vote of the holders of at least a majority of the combined voting power of the
Voting Stock, voting together as a single class, excluding any votes cast with respect to shares of
Voting Stock beneficiaBy owned by an Interested Stockholder which is directly or bxBrectry a party,
or an Affiliate or Associate of which is. directly or indirectly, a party, to such Self-Dealing
Transaction.

SECTION 3. Certain Definitions. For the purpose of this Article Ninth:

(a) A "person" shaB mean any individual, firm, corporation or other entity.

(b) "Voting Stock" shall mean the outstanding shares of capital stock of the Corporation
entitled to vote generally in the election of Directors. In any vote required by or provided for In
this Article Ninth, each share of Voting Stock shaB have the number of votes granted to It
generally In the election of Directors.

(c) "Interested Stockholder" shall mean any person (other than the Corporation or any
Subsidiary) who or which:

(I) is the beneficial owner, directiy or indirectly, of more than 5% of the outstanding
Voting Stock; or

(il) Is an Affiliate of the Corporation and at any time within the two-year period
Immediately prior to the date in question was the beneficial owner, directly or indirectly,
more than 5% of the outstanding Voting Stock; or

(ill) is an assignee of or has otherwise succeeded to any Voting Stock of the
Corporation which at any time within the two-year period bnmecfatety prior to the date In
question was beneficially owned by any Interested Stockholder. If such assignment or
succession shal have occurred in the course of a transaction or series of transactions not
involving a public offering within the meanlnopf the S

• ..*."•*»* ; • . « • • • • -VW-V.'- '" ' \K"-XtJtt- l»**fa I ̂ M*^» • .-•- *'i

(d) A person shall be a "beneficial owner" of any shares of Voting Stock:

(I) which such person or any of Its Affiliates or Associates beneficially owns, directiy or
indirectly, or

(if) which such person or any of Its Affiliates or Associates has (a) the right to acquire
(whether such right is exercteabte Immediately or only after the passage of time), pursuant
no any agreement, arrangement or understanding or upon the exercise of conversion rights,
exchange rights, warrants or options, or otherwise, or (b) the right to vote pursuant to any
agreement, arrangement or understanding; or

. (fil) which Is beneficially owned, directly or indirectly, by any other person wtth which
such person or any of Its Affiliates or Associates had any agreement, arrangement or
understanding for the purpose of acquiring, holding, voting or disposing of any Voting
Stock.
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(6) In determining whether a person is an Interested Stockholder pursuant to paragraph
(<:) of this Section 3, any class of Voting Stock outstanding shall be deemed to include any
Voting Stock deemed owned through application of paragraph (d) of this Section 3 but shall not
include any other securities of such class which may be tssuabie pursuant to any agreement,
arrangement or understanding, or upon exercise of conversion rights, warrants or options, or
otherwise.

(f ) "Self-Dealing Transaction" means any of the following transactions:

{I) any merger or consolidation of the Corporation or any Subsidiary with (a) any
Interested Stockholder or (b) any other corporation (whether or not itself an Interested
Stockholder) which Is, or after such merger or consolidation would be, an Affiliate of an
Interested Stockholder: or

(II) any sale, lease, exchange, mortgage, pledge, transfer or other disposition (In one
transaction or a series of transactions ) to or with any interested Stockholder or any Affttate
of any Interested Stockholder of any assets of the Corporation or any Subsidiary having an
aggregate fair market value of $25,000,000 or more or any loan, advance, guarantee or
other financial assistance, including any tax credit or other tax advantages, to or with any
Interested Stockholder or any Affilata of any Interested Stockholder which Involves a
financial obligation or benefit of $25,000,000 or more; or

(ill) the Issuance or transfer by the Corporation or any Subsidiary (In one transaction
or a series of transactions) of any securities of the Corporation or any SubskSary to any
Interested Stockholder or any Affiliate of any Interested Stockholder in exchange for cash,
securities or other property (or a combination thereof) having an aggregate fair market
value of $25,000,000 or more; or

(hr) the adoption of any plan or proposal for the liquidation or dissolution of the
Corporation proposed by or on behalf of an Interested Stockholder or any Affiliate of any
Interested Stockholder; or

(v) any redassification of securities (including any reverse stock ^K),
ration of the Corporation, or arty merger or consolidation of the Corporation with any of Its
Subsidiaries or any other transaction (whether or not with or into or otherwise Involving an
Interested Stockholder) which has the effect, directly or Indirectly, of Increasing the
proportionate share of the outstanding shares of any class of Voting Stock of the
Corporation or any Subsidiary which Is directly or Indirectfy owned by any Interested
Stockholder or any Affiliate of any Interested Stockholder.

(g) "Affiliate" or "Associate" shall have the respective meanings ascribed to such terms "'
in Rule 125-2 of the GeneralRutes and Regulations under the Securities Exchange Act of.1934,
as in effect on January 1, 1985.

(h) "Subsidiary' 'means any corporation of which a majority of any class of shares of such
corporation entitled to vote generally In the election of directors is owned, directiy or Indirectly,
by the Corporation; prodded, however, that for the purposes of the definition of Interested '.~.̂
Stockholder set forth In paragraph (c) of this Section 3, the term "Subsidiary" shall mean only
a corporation of which a majority of the combined voting power of all shares of such corporation
entitled to vote generally In the election of directors is owned, directiy or lndirecfly, by the
Corporation.

(I) "Disinterested Director" means any member of the Board of Directors of the Corpora-
tion who is unaffiliated with the Interested Stockholder and was a member of the Board of
Directors prior to the time that the Interested Stockholder became an Interested Stockholder,
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and any successor of a Disinterested Director who is uruffiliated with the Interested Stock-
holder and is recommended to succeed a Disinterested Director by a majority of Disinterested
Directors then on the Board of Directors.

(j) "Market Price" means the average of the dosing sale prices on the 20 regular trading
days Immediately preceding the date of any binding agreement to purchase shares of Voting
Stock of the class of Voting Stock in question on the Composite Tape for New York Stock
Exchange-Listed Stocks, or, If such class of Voting Stock Is not quoted on the Composite Tape,
on the New York Stock Exchange, or, if such class of Voting Stock is not listed on such
Exchange, on the principal United States securities exchange registered under the Securities
Exchange Act of 1934 on which such class of Voting Stock is listed, or. if such class of Voting
Stock Is not listed on any such exchange, the last closing bid quotations with respect to a share
of such class of Voting Stock Immediately preceding the time in question on the National
Association of Securities Dealers, Inc., Automated Quotations System or any system then In
use (or any other system of reporting or ascertaining quotations then available), or If such
class of Voting Stock Is not so quoted, the fair market value at the time In question of such stock
as determined by the Board of Directors In good faith.

SECTION 4. Powers of toe Board of Directors. A majority of the Disinterested Directors, or, if there
are no Disinterested Directors, a majority of the members of the Board of Directors then In office,
shall have the power to determine, for the purposes of this Article Ninth, on the baste of Information
known to them, (a) whether a person Is an Interested Stockholder, (b) the number of snares of
Voting Stock beneftdaly owned by any person, (c) whether a person is an Affiliate or Associate of
another, and (d) whether the assets or financial obligations or benefits which are the subject of any
Self -Dealing Transaction have, or the consideration to be received for the issuance or transfer of
securities by the Corporation or any Subsidiary In any Self-Dealing Transaction has, an aggregate
fair market vahie of or iwoto$25.WX).0^
them are no Disinterested Directors, a majority of the members of the Board of Directors then In
office, shall have the further power to Interpret all of the terms and provisions of this Article Ninth.

SECTION 5. Amendment, Repeal, etc. Notwithstanding anything contained in this Certificate of
Incorporation or the By-Laws of the Corporation to the cornra ,̂ tto atteratkxi, charige, amendment,
repeal or adoption of any provistor* Inconsistent with thb Artck» Ninth »nrt require tr»
vote of the holders of a majority of the combined voting power of the outstanding Voting Stock.
excluding any votes cast with respect to shares of Voting Stock beneficially owned by any Interested
Stockholder, voting together as a single class, but In no event toss than the afflmativevotaof 80%of
combined voting powr of the outstanding shares of Voting Stock, Including shares of Voting Stock
beneficially owned by any Interested Stockholder, voting together as a single class.

. vw~TB/7K/Trid,Cofpofatioo..ire$ec¥e^^
contained In this Certificate of Incorporation, Including In a Preferred Stock Designation, tn'the^ f̂̂
manner now or hereafter prescribed by apf Ocabte law and this Certificate of Incorporation, Inducing
any applicable Preferred Stock Designation, and aB rights conferred upon stockholders herein an
created subject to this reservation.
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IN WITNESS WHEREOF. thte'Restated Certificate of Incorporation, which restates and Inte-
grates and does not further amend the provisions of the Corporation's Certificate of Incorporation,
as heretofore amended or supplemented, there being no discrepancies between those provisions
and (he provisions of this Restated Certificate of Incorporation, and having been duty adopted by the
Board of Directors of the Corporation In accordance with the provisions of Section 245 of the
General Corporation Law of ths State of Delaware, has been executed on the 20th day of May, 1985.

'***'.'l$to>;7•W^ »;:•;:*&.?

DIAM CORPORATION

ATTEST:

BVL.
T. J. FrctmoW. S«cnMwy

-

"M

22



. I
» • .. 877285053

FILED
CERTIFICATE OF INCORPORATION

OF XT 13 1987
UAXUS ENERQY CORPORATION

(Originally Incorporated under the name of
New Diamond Corporation on July 19,1913)

FIRST. The name of the Corporation (the "Corporation") Is Maxus Energy Corporation.

SECOND. The registered office of the Corporation \n the State of Delaware Is located at
Corporatton Trust Center. 12M Orange Street In the City of Wilmington. County of Mew Castle. The
name oil the Corporation's registered agent at such address Is The Corporation Trust Company.

THIRD. The purpose of the Corporation la to engage In any lawful act or activity for which
corporations may be organized under the General Corporation Law of the State of Delaware.

FOURTH. The Corporatton Is authorized to Issue two classes of capital stock, designated
Common Stock and Preferred Stock. The amount of total authorized capital stock of the
Corporation Is 400,000,000 shares, divided Into 300.000,000 shares of Common Stock. $1.00 par
value, and 100,000.000 shares of Preferred Stock, $1.00 par value.

The Preferred Stock may be Issued In one or more series. The Board of Directors is hereby
authorized to Issue the shares of Preferred Stock In such series and to fix from time to time before
Issuance the number of shares to be Included In any series and the designation, relative powers.
preference and rights and qualifications, limitations or restrictions ol all shares of such series. Tn»
authority of the Board of Directors with respect to each series shall Include, without Smiting the "•
generality of the foregoing, the determination of any or an of the toBowtog:

(a) the number of shares of any series and the designation to distinguish the shares of
such series from the shares of aH other series;

(b) the voting powers. If any, and whether such voting powers are lull or Imtted, hi such
series;

(c) the redemption provisions. If any. applcabie to such series, indudlng the redemption
price or prices to be paid;

(d) whether dividend*, If any. shall be cumulative or noncumulauve. the dMdend rate of
such series, and the dates and preferences ol dividends on such series;

(a) the rights of such series upon the voluntary or involuntary dissolution of, or upon any
distribution of the assets of, the Corporation;

=•" - • ' "VJ^fliV.'-

( f ) the provisions, if any, pursuant to which the shares of such series are convertible Into.
or exchangeable for. shares of any other dass or classes or of any other series of the same or
any other class or classes of stock, or any other security, of the Corporation or any other
corporation, and price or prices or the rates of exchange applicable thereto:

( g) the right. If any, to subscribe for or to purchase any securities of Ihe Corporation or any
other Corporatton;

(h) the provisions, if any, ol a sinking fund appllcsble to such series: and

(I) any other relative, participating, optional or other special powers, preferences, rights,
qualifications, limitations or restrictions thereof;

aH as shall be determined from time to time by the Board of Directors and shall be stated in said
resolution or resolutions providing for the issuance of such Preferred Stock (a "Preferred Stock
Designation").



$4.00 Cumulate Convtrtlblt ?r»t»rr*i Slock

The following Is a statement of the powers. preferences, rights, qualifications, limitations and
restrictions of the Series. consisting of 4.565.017 shares. $1.00 par value, of the S4.00 Cumulative
Convertible Preferred Stock.

(A) Numtor of Shaw. The number of shares which Shan constitute tWs Series shall be
4.565.017, which number may be Increased or decreased (but not betow the number outstanding)
from time to time by the Board of Directors of the Corporation.

( B) D/rtdend flafe; Cumulallw Daft. The annual dMdend rate payable on thla Series Chan be
$4.00 per share, cumulative to the extent not paid from September 15. 1983, and In each case
payable quarterly on March 15, June IS, September 18 and December 15 In each year, commencing
Decombw IS. 1983.

(C) fledempifon. The Corporation may. at the option of the Board of Directors, redeem the
whole or any part of the then-outstanding shares of this Series, at any time or from time to time.
upon notice duly given as hereinafter specified, at the following prices per share If redeemed during
the 12-month period beginning December 15 of the year Indicated:

1M2 ........................... -. $53.20 198« ................. ............ W1.80
1983 ........................... -. 52.80 1987 --------------- ........ ~~ 51.20
1984 ........................... ... 52.40 1988 .............................. 50.80
1985 ........................... -. 52.00 1989 ........ - .................... 50.40

and thereafter at $50.00 per share, together In each case with a sum, lor each share so redeemed,
computed at the rate of $4.00 per annum from and after the last regular quarterly payment date
applicable to $4.00 Series C Cumulative Convertible Preferred Shares of Natomaa Company,
Irrespective of whether such dale precedes or fottows the date pf Issuance of this Series, on which
the quarterly dividend was paid In full (the "Accrual Date"), to and Including such data fbwd for
redemption, less the aggregate of the dividends theretofore and on such redemption date paid on
sucn Series, but computed without interest; provided that unless provision has been made for
payment In lull of dividends on aH shares of outstanding Preferred Stock of the Corporation for all
past dMdend periods and the current period, no sum shall be set aside for the redemption of any
shares of this Series nor shall any shares of this Series bt purchased or otherwise acquired by the
Corporation.

(0) Noffce of Redemption; Notice of redemption of shares of this Series, as described In
division (C) hereof, shad be given as follows:

(1) Notice of every such redemption of shares of this Series shall be given by publication at
least once a week In each of two successive weeks in a newspaper printed to the English
language and customarily pubHshed on each business day and of general circulation in the city
In which the Corporation maintains Its principal executive offices and In the Borough of

the date fixed for such redemption. Notice ol every such redemption shaft also be mailed at
toast 20 but not more than 60 days prior to the date fixed for such redemption to the holders of
record of the shares so to be redeemed at their respective addresses as the same shall appear
on the books of the Corporation, but no failure lo mal such notice nor any defect therein or h
the maHIng thereof shall affect the validity of the proceedings for the redemption of any shar-a
so to be redeemed.

(2) In case ol redemption of a part only M this Series at the time outstanding, the
redemption may be either pro rata or by lot. The Board of Directors shaB prescribe the manner
in vrtiteh the drawings by lot or the pro rata redemption shall be conducted and, subject to the
provisions herein and tn the Certificate of Incorporation contained, the terms and conditions
upon which the shares of this Series shall be redeemed from time to time.



(3) If such notice of redemption shall have been duly given by publication or if the
Corporation shall have given lo the bank or trust company designated by the Corporation
pursuant to this subdivision (3) Irrevocable authorization promptly to give or to complete such
notice or publication, and If on or before the redemption date specified therein the funds
necessary for such redemption shall have been deposited by the Corporation. In trust for the pro
rota benefit of the holders of the share* so called lor redemption, wtUi ? bank or trust company
In good standing, designated In such notice, organized under the laws of the United States of
America or of the Stale of New York, doing business In the Borough of Manhattan, The City of
New York, having a capital, surplus and undivided profits aggregating at least $5,000.000
according to Its last published statement of condition, then, notwithstanding that any certificate
for shares so caned for redemption shall not have been surrendered for cancellation, from and
alter (tie time of such deposit, all shares so called for redemption shaft no longer be deemed to
be outstanding and all rights with respect to such shares shall forthwith cease and terminate,
except onty the right of the holders thereof to receive from such deposit the funds so deposited,
without interest, and the right to exercise on or before the close of business on the date fixed for
redemption, privilege* of exchange or conversion, If any, not theretofors expiring. Any interest
accrued on such funds shall be paid to the Corporation from time to time.

(4) Any funds so set aside or deposited by the Corporation which shall not be required for
such redemption because of the exercise of any right of conversion or exchange subsequent to
trie date of such deposit shad be released or repaid to the Corporation. Any funds so set aside
or deposited, as the case may be. and unclaimed at the end ol six years from such redemption
dtte snaH be released or repaid to the Corporation, after which the holders of the shares so
ended for redemption shall look only to the Corporation for payment thereof.

<$) In connection with any redemption of shares of this Series, the Corporation may
arrange for the purchase and conversion of any shares of this Series by an agreement with one
or more Invet tment banking firms or other purchasers lo purchase such shares by paying to or
for the account of the holders thereof on or before the dose of business on the date fixed for
such reaemptlon an amount not less than the redemption price (plus accrued and unpaid
dividends) payable by the Corporation on redemption of such shares. Any shares of this Series
tendered by the holders thereof for redemption or not duly surrendered for conversion or
deemed converted by the holders thereof prior to the close of business on the date fixed for
redemption shall be deemed acquired by such purchasers from such holders Immediately prior
to the close of business on the date fixed for such redemption and surrendered by such
purchasers for conversion pursuant to such agreement, subject to payment of the amount
Indteated above. Such amount shaH be deposited, in trust tor the pro rat* benefit of the holders
of shares of this Series entitled thereto, with a bank or trust company described In subdivision
(3) of this division, and such deposit shall in all respects be treated as though made by the
Corporation pursuant thereto.

(6) It the Market Value of the Conversion Unit (as hereinafter defined) on the date fixed
for tha> redemption of shares of this Series Is at least equal to 120% of the amount payable In
respect of each share of this Series upon such redemption In accordance with division (C)
hereof, then shares of this Series not duly surrendered for conversion by the holders thereof
prior to the dose of business on the date fixed for redemption shall nevertheless be deemed to
be converted by such holders Into shares ol Common Siock pursuant to division (H) hereof
Immediately prior to such time; provided, however, that no certificates for Common Stock
issuabto upon such conversion shall be issued to any holder of shares of this Series so
converted or dividends paid or other distributions made on the Common Stock so issued to
such hotter unless and until such holder shall surrender to the Corporation the certificates for
the shares of this Series so converted. Upon such surrender, there shal be paid to the holder of
such certificates the aggregate amount of dividends and other distributions that but for the
provisions hereof would have been paid by the Corporation with respect to the Common Stock
issued on such conversion, but without Interest thereon. Untl certificates representing shares of
this Series have been so surrendered such certificates shal be deemed for all corporate



purposes, other than the payment ol dividends or distributions, to evidence ownership of the
Common Stock Issued upon conversion of such shares. For purposes of this subdivision (6).
the "Conversion Unit" at any time shall be deemed to be the number of shares of Common
Slock Into which each share of this Series then may be converted, as provided In division (H)
hereof, and the "Market Value of the Conversion Unit" on any date fixed for the redemption of
shares of this Series shall be deemed to be the amount determined by multiplying (I) the
Conversion Unit on such date by (II) the closing price per share of Common Stock on such date,
determined as provided in subdivision (3) of division (H) hereof.

(E) UquMtUon. The amount which shaN be paid to the holders of shares of this Series In the
event of any voluntary or Involuntary total liquidation, dissolution or winding up of the Corporation
shall be $50.00 per share on each outstanding share of this Series, plus In respect of each share of
this Series a sum computed *i >he '»v» *f t< "0 per annum from and after the Accrual Date, to and
including the date fixed for such payment, less the aggregate of dividends theretofore paid thereon,
but computed without Interest

(F) Ratable Treatment. In the event that the amounts payable m accordance wttrt division (E)
hereof are not paid in full, each share of this Series shall, together with outstanding shares of all
other series of Preferred Stock of the Corporation, share ratably, without priority of one series over
the other. In the payment of dividends. Including accumulations, If any, In the proportion that the
amount of dividends. Including accumulations, if any, then payable on each share bears to the
aggregate of such amounts then payable on al Preferred Stock of the Corporation and In any
distribution of assets other than by way of dividends in the proportion that the sum payable on each
share bears to the aggregate of the amounts so payable on all shares of Preferred Stock of the
Corporation.

(Q) Limitation on DMtfends. So long as any of the shares of this Series shall remain
outstanding, no dividend whatever shall be paid or declared, and no distribution made, on any junior
shares, other than a dividend payable solely in junior shares, nor shall any junior shares be acquired
for a consideration by the Corporation o- oy any company a majority of the voting shares of which Is
owned by the Corporation, unless all dividends on the shares of this Series accrued for all past
quarterly dividend periods shaN have been paid and the full dividends thereon for the then current
quarterly dividend period shall have been paid or declared and duly provided for.

|H) Convorsion Rights. The terms upon which the holders of shares of this Series rruiy convert
the same Into snares of any other class or classes are as follows:

(1) Subject to the provisions for adjustment hereinafter set forth and to the provisions of
the division (0) hereof, each of the shares of this Series shall be convertible, at the option of the
holder, upon surrender to any Transfer Agent for such shares or to the Corporation If no such
Transfer Aoent exists, of the certificate for the snare to be converted. Into 1.2280 fully paid and
non-assessable shares of Common Stock of the Corporation. The right to convert shares of this
Series catted for redemption shall terminate at the dose of business on the date fixed for
redemption, unless the Corporation shad default in the payment of the redemption price
determined «• provided in division (C) hereof, upon conversion of any shares of thb Series, no
allowance or adjustment shad be made for dividends on either class of shares, but nothing In
this subdivision shad refleve the Corporation from Its obligation to pay any dividends which shell
have been declared and shaH be payable to holders of shares of this Series of record as of a
date prior to such conversion even though the payment date for such dividend is subsequent to
the date of conversion.

(2) The number of shares of Common Stock Into which each of the shares of this Series is
convertible she! be subject to adjustment from time to time as follows:

(I) In case the Corporation shall (a) pay a dividend on its Common Stock in shares of
'the Corporation, (b) subdivide its outstanding Common Stock, (c) combine its out*
standing Common Stock into a smaller number of shares, or (d) issue by ̂ classification of
its Common Stock (whether pursuant to a merger or consolidation or otherwise) any



shares of the Corporation, then each holder of a share of this Series shall be entitled to
receive upon the conversion of such share, the nurr-ber of shares of the Corporation which
he would have owned or have been entitled to receive after the happening of any of the
events described above had such share been converted Immediately prior to the happening
of such event. Such adjustment shall be made whenever any of (he events listed above shad
occur. An adjustment made pursuant to this subdivision shall become effective retro*
actively with respect to conversions made subsequent to the record date in the case of a
stock dividend, and shall become effective on the effective date in the case of a subdivision,
combination or redassiflcation.

(H) In casa the Corporation shall issue rights or warrants to the holders of Its Common
Stock as such entitling them to subscribe for or purchase Common Stock, at a price per
share less than the current market price per share of Common Slock (as defined In
subdivision (3) below) on the record date for determination of stockholders entitled to
receive such rights or warrants, then In each such case the number of shares of Common
Stock Into which each share of this Series shall thereafter be convertible shall be
determined by multiplying the number of shares of Common Stock into which such share of
this Series was theretofore convertible by a fraction, of which the numerator shall be the
number of shares of Common Stock outstanding on Ihe date of issuance of such rights or
warrants plus the number of additional shares of Common Stock offered for subscription or
purchase, and of which the denominator shall be the number of shares of Common Stock
outstanding on the dale of Issuance of such rights or warrants plus the number of shares
which the aggregate offering price of Ihe total number of snares so offered would purchase
at such current market price. For the purposes of this subdivision, Ihe issuance of rights or
warrants to subscribe for or purchase shares or securities convertible into shares of
Common Stock shad be deemed to be the Issuance of rights or warrants to purchase the
shares of Common Stock into which such shares or securities are convertible at an
aggregate offering price equal to the aggregate offering price of such shares or securities
plus the minimum aggregate amount (if any) payable upon conversion of such shares or
securities into shares of Common Stock. Such adjustment shall be made whenever any
such rights or warrants are Issued, and shafl become effective retroactively with respect to
conversions made subsequent lo the record date for the determination of stockholders
entitled to receive such rights or warrants.

(Ill) In case the Corporation shall distribute lo holders of its Common Stock (whether
pursuant to a merger or consolidation or otherwise) evidences of its indebtedness or assets
(excluding cash distributions after August 31, 1983 not exceeding the aggregate net
earnings of the Corporation and Its subsidiaries on a consolidated bash after such date less
dividends paid after such date on shares other than shares of Common Stock, all
determined in accordance with generally accepted accounting principles) or rights to
subscribe (excluding those referred lo In paragraph (H) above) then In each such case the
number of shares of Common Stock into which each share of this Series shall thereafter be
convertible shaH be determined by multiplying the number of shares of Common Stock into
which such share of this Series was therefore convertible by a traction of which the
numerator shal be the current market price per share of the Common Slock (as defined In
subdivision (3) below) on the record date for determination of stockholders entitled to
receive such distribution, and of which the denominator shaH be such current market price
per share of the Common Stock less the fair value (as determined by the Board of Directors
of the Corporation, whose determination shall be condusJve, and described in a statement
filed with each Transfer Agent for the shares of this Series) of the portion of the assets or
evidences of indebtedness so distributed or of such subscription rights applicable to one
share of Common Stock. Such adjustment shal be made whenever any such distribution Is
made, and shafl become effective retroactively with respect to conversions made
subsequent to the record date '.or the determination of stockholders entitled to receive such
distribution.



(3) For the purposes of any computation under subdivision (2) above, the currant market
price per share ol Common Slock on any date snaN be deemed tc be the average of the daily
dosing prices for the 30 consecutive fun business days commencing 45 full business days before
trie day In question. The closing price for each day shall be the last sales price regular way or. in
case no sale takes place on such day, the average of the closing bid and asked prices regulai
way. In either case (I) as officially quoted by the New York Stock Exchange Composite Tape or
(II) If. In the reasonable Judgment of the Board of Directors of the Corporation, the New York
Stock Exchange, -nc. is no longer the principal United Stales market for the Common Stock,
then a» quoted on the principal United States stock exchange or market for the Common Stock
as determined by the Board of Directors of the Corporation, or (M) If. In the reasonable
judgment of the Board of Directors of the Corporation there exists no principal United States
stock exchange or market for the Common Stock, then as reasonably determined by the Board
of Directors of the Corporation.

(4) No adjustment In the conversion rate shall be required unless such adjustment (phis
any adjustment* not previously made by reason of this subdivision (4)) would require an
Increase or decrease of at least 1% In the number of shares of Common Stock Into which each
share of this Series Is then convertible; provided, however, that any adjustments which by
reason of this subdivision (4) are not required to be made shall be carried forward and taken
Into account in any subsequent adjustment Al calculations under division (H) shall be made to
the nearest one-hundred thousandth of a share,

(5) Whenever any adjustment is required in the shares into which shares of this Series Is
convertible, the Corporation shaft forthwith (I) fle with each Transfer Agent for this Series a
statement describing in reasonable detaH the adjustment and the method of calculation used,
and (it) cause a copy of such statement to be mailed to the holders of record of the shares of
this Series as of the effective date of such adjustment

(6) No fractional shares or scrip representing fractional shares shall be Issued upon the
conversion of shares of this Series. If any such conversion would otherwise require the issuance
of a fractional share, an amount equal to such fraction multiplied by the closing price
(determined as provided In subdivision (3) above) of the shares of Common Stock on the day
of conversion shall be paid to the holder In cash by the Corporation

(7) The certificate of any Independent firm of public accountants of recognized standtog
selected by the Board of Directors shall be evidence of the correctness of any computation
made under this division (H).

(tt) All shares of this Series redeemed, purchased or otherwise acquired by the Corpo-
ration or surrendered to it for conversion into Common Slock as provided above shall be
cancelled and thereupon restored to the status of authorized but unissued Preferred Stock
undeslgnated as to series.

(Si) The Corporation shall be entitled to make such increases In the conversion rate. In
addition to those required by tMa division (H), as shaft be determined by the Board of Directors,
as evidenced by a resolution thereof, which are advisable hi order to avoid taxation so far as
practicable ol any dividend of shares or rights to shares, or any event treated as such a dividend
to the recipients for federal income tax purposes.

(10) The shares of this Series shall be deemed to have been converted and the person
converting the same to have become the holder of record of shares of Common Stock, for the
purpose of receiving dividends and for all other purposes whatever, as of the date when a
certificate or certificates for such shares of this Series are surrendered to the Corporation as
aforesaid. The Corporation shall not be required to make any such conversion, and no
surrender of the shares of this Series shall be effective for such purpose. whRe the books for the
transfer of either the shares of Common Stock or of this Series are closed for any purpose, but
the surrender of such shares of this Series for conversion during any period while such books



are closed shall become effective for all purposes of conversion Immediately upon the reopening
of such books, as If the conversion had been made on the date such shares of this Series were
surrendered.

i[11) The Corporation shall at aH times reserve and keep available out of Its authorized
Common Stock the full number of shares into which all shares of this Series from time to time
outstanding are convertible. If at any time the number of authorized and unissued shares of
Common Stock shall not be sufficient to effect the conversion of all outstanding shares of this
Series at the conversion rate then In effect, the Corporation shall take such corporate action as
may, In the opinion of its counsel, be necessary to increase its authorized and untes-x^ Common
Stock to such number as shall be sufficient for such purpose.

(I) Voting Rights. Except as may otherwise be provided by law or in this division (I), the
holders of the shares of this Series shaH be entitled to vote at a rate of one vote per shve as a dass
with the holders of all other shares of capital stock of the Corporation then entitled to vote, and not
as a separate dass, on a non-cumulative basis for election of directors and upon all other matters
which may be submitted to a vote of holders of the Corporation's Common Stock at any annual or
special meeting thereof.

In addition to the voting rights in respect of the election of directors set forth in the preceding
paragraph, the shares of this Series shad have the voting rights set forth below:

i[ 1) So long as any of the shares of this Series are outstanding, the consent of the holders
of at toast a majority of the then-outstanding shares of this Series, given In person or by proxy at
any special or annual meeting called for the purpose, shafl be necessary to permit, effect or
validate any one or more of the following:

(I) Any Increase In the authorized amount of Preferred Stock or the authorization, or
any increase in the authorized amount, of any dass of shares of the Corporation ranking on
a parity with the Preferred Stock. ^

(H) The sale, lease or conveyance (other than by mortgage) of aH or substantially all
of the property or business of the Corporation or the consolidation or merger of the
Corporation Into any other corporation, unless the corporation resulting from such merger
or consolidation shall have thereafter no class of shares, either authorized or outstanding,
ranking prior to or on a parity with shares corresponding to the shares of Preferred Stock,
except the same number of shares with no greater rights and preferences than the shares of
Preferred Stock authorized immediately preceding such consolidation or merger and unless
each holder of shares of Preferred Stock immediately preceding such consoBctatJon ;br "^—** *'
merger shall receive the same number of shares, with substantially the same rights and
preferences, of the resulting corporation; provided, however, that the resulting corporation
may have authorized and outstanding such additional shares having preferences or
priorities over or being on a parity with the shares of Preferred Slock as the holders of
Preferred Stock of the Corporation may have previously authorized pursuant to the
Certificate of Incorporation: and provided, further, that tMs requirement of consent by ttw«^
holders of shares of Preferred Stock shall not be deemed to apply to or operate to prevent
either the purchase by the Corporation of the assets or shares. In whole or in part, of any
other corporation, or the sale by the Corporation or any subsidiary of al or part of the
capital shares or assets of other corporations, including a subsidiary, or the sale of a
division or divisions of the Corporation or of any subsidiary, or any other sate of property or
assets which constitutes less than substantiaty all of the property or assets of the
Corporation.

i[2) So long as any of the shares of this Series are outstanding, the consent of the holders
of at least 66%% of the then-outstanding shares of this Series given in parson or by proxy, at any
special or annual meeting caned for the purpose, shall be necessary to permit, effect or validate
any one or more of the following:



(I) The authorization, or any increase in the authorized amount, of any class of shares
of the Corporation ranking prior to the shares of Preferred Stock.

(II) "Hie amendment, alteration or repeal of any of the provisions of the Certificate of
Incorporation, or the amendment, alteration, repeal or adoption of any resolution contained :.j
In a certificate of designation filed pursuant to Section 151 of the General Corporation Law j
of the State of Delaware in the office of the Secretary of Slate of the State of Delaware, |
which would affect adversely any right, preference, privilege or voting power of the shares of j
this Series or shares of any other series of Preferred Stock or the holders thereof. i

(3) Without limiting the rights, if any. of holders of any other series of Preferred Stock, in |
case the Corporation shall be In arrears in the payment of six quarterly dividends, whether or not \
successive, on the outstanding shares of this Series or any other outstanding series of Preferred i
Stock, the holders of shares of this Series voting separately as a class and In addition lo their i
other voting rights shall have the exclusive right to elect two additional directors beyond the |
number to be elected by all stockholders at the next annual meeting of stockholders called for ,
the election of directors, and at every subsequent such meeting at which the terms of office of :
the directors so elected by the holders of shares of this Series expire, provided such arrearage j
exists on th« date of such meeting or subsequent meetings, as the case nwy be. The right of the ;
holders of shares of this Series voting separately as a class to elect two members of the Board of [
Directors of the Corporation as aforesaid shall continue until such time as all dividends I
accumulated on all shares of Preferred Stock shall have bean paid in full and provision has been |
made for the payment In full of the dividends for the current quarter, at which time the special |
right of the holders of snares of this Series so to vote separately as a class for the election of I
Directors shall terminate, subject to revesting at such lime as the Corporation shai be In arrears j
in the payment of six quarterly dividends, whether or not successive, on the outstanding shares '
of this Series or any other outstanding series of Preferred Stock. If the annual meeting of j
stockholders of the Corporation Is not, for any reason, held on the date fixed In the By-Laws at a i
time when the holders of shares of this Series, voting separately and as a class, shall be entitled ^ |
to 'Sleet directors, or if vacancies shall exist In both of the two offices of directors elected by the I
holders of shares of this Series, the Chairman of the Board of the Corporation shaft, upon the j
written request of the holders of record of at least 10% of the shares of this Series then
outstanding addressed to the Secretary of the Corporation, call a special meeting In leu of the
annual meeting of stockholders, or, In the event of such vacancies, a special meeting of the
holders of shares of this Series, for the purpose of electing directors. Any such meeting shall be
held at the earliest practicable date at the place for the holding of the annual meeting of

'stockholders or as otherwise determined pursuant to the By-laws, if such meeting shall not be
called by the Chairman of the Board of the Corporation within 20 days after personal service of
said written request upon the Secretary of (he Corporation, or within 20 days after maflln j the
same within the United States by certified mail, addressed to the Secretary ot the Corporation at
its principal executive offices, then the holders of record of at least 10% of the outstanding
shares of this Series may designate In writing one of their number to cad such meeting at the
expense of the Corporation, and such meeting may be called by the person so designated upon
the notice required for the annual meeting of stockholders of the Corporation and shall be held
at the place for holding the annual meetings of stockholders or as otherwise determined
pursuant to the By-Laws. Any holder of shares of this Series so designated shaH have access to
the Nats of stockholders to be called pursuant to the provisions hereof.

At any meeting held for the purpose of electing directors at which the holders of shares of
this Series shall have the right to elect directors as aforesaid, the presence in person or by proxy
of the holders of at least 33%% of the outstanding shares of this Series shaH be required to
constitute a quorum of such shares of this Series.

In the event any meeting of the holders of shares of this Series shall be held for the purpose
of electing directors pursuant to this subdivision (3), nothing contained herein shall preclude
the Corporation from simultaneously calling and holding a meeting of any other class or series of
capital stock of the Corporation which may have voting rights to elect directors.
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Any vacancy occurring in the office of director elected by the holders of shares of this Series
may be fitted by the remaining director elected by the holders of the snares of such class, unless
and until such vacancy shall be filled by the holders of the shares of such class. Any director to
be elected by the holders of shares of this Series shall agree, prior to his election to office, to
resign upon any termination of the right of the holders of shares of this Series to vote as a dass
for directors as herein provided, and upon any such termination the directors then In office
elected by the holders of shares of this Series shall forthwith resign.

(J) Certain Taxes. The Corporation shall pay any and all taxes which may be imposed upon it
with respect to the Issuance and delivery of shares of Common Stock upon the conversion of the
snares of this Series as herein provided. The Corporation shall not be required in any event to pay
any transfer or other taxes by reason of the Issuance of such shares of Common Stock In names
other than those In which the shares of this Series surrendered lor conversion may stand, and no
suet) conversion or issuance of shares of Common Stock shall be made unless and until the person
requesting such Issuance has paid to the Corporation the amount of any such tax o* has established
to the satisfaction of the Corporation and its transfer agent, If any, that such tax has often paid.

(K) A/o Sinking Fund. No sinking fund shall be provided for the purchase or redemption of the
shares of' this Series.

(L) Wo Preemptive Rights. The holders of snares of this Series are not entitled to any
preiimptlve or other rights to subscribe for or to purchase any shares or securities of any class which
may at any time be issued, sold or offered for sale by the Corporation.

(M) Rank. All shares of Preferred Stock, including this Series, shall be of equal rank with each
other regardless of series, and shall be Identical with each other except as provided In the Certificate
of Incorporation or in a certificate of designation filed pursuant to Section 151 of the General
Corporation Law of the State of Delaware with the Secretary of State of the State of Delaware.

Each holder of Common Stock of the Corporation entitled to vote shall have one vote for each
share thereof held except in the case of any election of Directors as provided in Section 4 of Article
Eighth.

Except as may be provided in this Certificate of Incorporation or by the Board of Directors In a
Preferred Stock Designation, the Common Stock shall have the exclusive right to vote for the
election of Directors and for al other purpose*, and holders of Preferred Stock shall not bo entitled**
to receive notice of any meeting of stockholders at which they are not entitled to vote or consent

The Corporation shall be entitled to treat the person In whose name any share of its Stock is
registered as the owner thereof for all purposes, and shall not be bound to recognize any equitable
or other claim to, or interest In, such share on the part of any other person, whether or not the
Corporation shad have notice thereof, except as expressly provided by applicable laws.

$51.75 Cumulative Convertible Preferred Stock

The following Is a statement of the powers, preferences, rights, qualifications, limitations and
restrictions of the Series, consisting of 3,000,000 shares, $1.00 par value, of the $9.75 Cumulative
Convertible Preferred Stock.

SECTION 1. Designation and Amount. The shares of such series shall be designated as the
"$9.75 Cumulative Convertible Preferred Stock" (the "$9.75 Preferred Stock") and the number of
shares constituting such series shall be 3,000,000, which number may be decreased (but not
increased) by the Board of Directors without a vote of stockholders; provided, however, that such
number may not be decreased below the number of then currently outstanding shares of S9.75
Preferred Stock.



SECTION 2. Dividends ana Distributions.

(a) The holders of shares of $9.75 Preferred SIOCK. in preference to the holders of shares
of the Common Slock. $1.00 par value (the 'Common Stock"), ol the Corporation and of any
other capital stock of the Corporation ranking junior ;o the S9.75 Preferred Stock as to payment
of dividends, shall be entitled to receive, when, as and if declared by the Board of Directors out
of funds legally available lor the purpose, cumulative cash dividends at the annual rate of $9.75
per share, and no more (except as otherwise provided in paragraph (b) of this Section 2), in
eoual quarterly payments on the fifteenth day of March. June. September and December in each
year (each such date being referred to herein as a "Quarterly Dividend Payment Date"),
commencing on the first Quarterly Dividend Payment Date wnich is at least 10 days after the
date of original issue ot the 59.75 Preferred Stock.

(b) If the ratio (expressed as a percentage) of Consolidated Funded Debt (as defined in
Section 10 hereof) to Gross Tangible Worth (as defined in Section 10 hereof) of the Corporation
and its Subsidiaries (as denned in Section 10 hereof) or of any successor Person to the
Corporation and its Subsidiaries or of any Person of which the Corporation is a Subsidia'/ and
the Subsidiaries of such Person (the "Reporting Entity"), computed as if ail such Persons and
the Corporation were consolidated pursuant to generally accepted accounting principles,
exceeds 60% as ot the last day of the calendar quarter for two or more consecutive calendar
quarters, then retroactively effective for the Quarterly Dividend Payment Date in the first
calendar quarter in which such ratio exceeds 60%. the holders of shares of $9.75 Preferred
Stock, in preference to the holders ot shares of Common Stock and ol any other capital stock of
the Corporation ranking rumor to the S9.7S Preferred Stock as to payment of dividends, shall be
entitled to receive, when, as and il declared by the Board of Directors out ol funds legally
available for the purpose, cumulative cash dividends at the annual rat* of $10.75 per share
(rather than at the annual rale of S9.75 per share as provided in paragraph (a) of this Section
2). and no more. In equal quarterly payments on each Quarterly Dividend Payment Date until
such ratio is 60% or less as of the last day of the calendar quarter for four consecutive calendar
quarters. After such period, the holders of snares of $9.75 Preferred Stock will be entitled to
receive dividends at the annual rate of $9.75 per share as provided in paragraph (a) of this
Section 2 until such ratio again exceeds 60% as of the last day of the calendar quarter lor two or
more consecutive calendar quarters.

(c i Dividends payable pursuant to paragraph (a) or (b) oHMs Section 2 shall begin to
accrue and be cum Matlve from the date of original issue of the {9.75 Preferred Stock. The
amount of dividends so payable sNall be determined on the basis of twelve 30-day months and a
360-day year. Accrued but unpaid dividends shaH not bear interest. Dividends paid on the
shares of $9.75 Preferred Stock in an amount less than the total amount of such dividends at the
time accrued and payabla on such shares shall be allocated pro rala on a share-by-share basis
among all such shares at .he time outstanding. The Board orpirectorsjnay fix a recordjjate lor
th» determination of K613ers of shares of $9.75 Preferred Stock entltleoMo receive payment of a
dividend declared thereon, which record data shall be no more than sixty days prior to the date
fixed for the payment thereof.

SECTION 3. Vofmg Rights. The holders of shades ol 39.75 Preferred Stock shall have the
following voting rights:

(a) So long as more than 750.000 shares ot $9.75 Preferred Stock are Issued and
outstanding, the holders of the outstanding shares of $9.75 Preferred Stock, voting separately
as a single series. >n person or by proxy, shall be entitled to elect we or more directors ot the
Corporation, in the number and manner specified in this paragraph (a) and. subject to the
provision; of the Restated Certificate of Incorporation of the Corporation and ot any other
Certificate of Designations. Preferences 'l;id Rights relating to any other class or se.'.es ot capital
stock of the Corporation having a preference over the Common Stock as to dividends or upon
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liquidation, the holders ot shares ol Common Stock and of any such other class or series of
capital STOCK of the Corporation, voting together as a class, shall be entitled to elect the
remaining directors of the Corporation; provided, however, that until such time as any waiting
period with respect lo any acquisition of shares of S9.75 Preferred Slock required to expire
under the Hart-Scott-Rodino Antitrust Improvements Act of 1976. as amended, including any
extensions thereof, shall have expired or been terminated, the holders of shares of $9 75
Preferred Stock acquired in such acquisition shall not have the right to vote for the election ol
directors. So long as the number of shares of $9.75 Preferred Stock specified in this sentence
are issued a ~d outstanding, the number of directors of the Corporation which the holders of
shares of $9.75 Preferred Stock, voting separately as a single series, shall be entitled to elect
S^all be the following:

Number of
H»in»b«folShtr»« Ojnctora

2.250,000 or more 3

1.500,000 or more but less than 2,250.000 2

750.001 or more but less than 1.500.000 1

(b) So long as more than 300.000 shares of $9.75 Preferred Stock are issued oiid
outstanding, the affirmative vote ot the holders of at ieast a majority of the outstanding shares ol
S9.7IS Preferred Stock, voting separately as a single series, in person or by proxy, at a special or
annual meeting of stockholders called for the purpose, shall be necessary to authorize any
transaction defined as a "Self-Dealing Transaction" in Section 3 ot Article NINTH of the
Restated Certificate of Incorporation of the Corporation, as in effect on February 1. 1967.

(c) The affirmative vote of the holders of at least 66W, of the outstanding shares of $9.75
Preferred Stock, voting separately as a single series, in person or by proxy, at a special or
annual meeting cf stockholders called for the purpose, shall be necessary to (I) authorize, or to
increase the authorized number of shares of, or to issue, any class or series of the Corporation's
capital stock ranking prior (either as to dividends or upon liquidation, dissolution or winding up)
to ttie $9.75 Preferred Stock or (it) amend, repeal or change any of the provisions of the
Restated Certificate of Incorporation of the Corporation or the provisions of the Certificate of
Designations. Preferences and Rights of $9.75 Cumulative Convertible Preferred Stock which
embodies this resolution, in any manner which would alter or change the powers, preferences or
special rights of trie shares of $9.75 Preferred Slock so as to affect them adversely.

(d) The foregoing rights of holders ol shares if $9.75 Preferred Stock to tako any actions
as provided in this Section 3 may be exercised at uny annual meeting of stockholders or at a
special meeting of stockholders held for such purpose. At each meeting ot stockholders at
which the holders of shares of $9.75 Preferred Stock shall have the right, voting separately as a
single series, to elect directors of the Corporation as provided in this Section 3 or to take any
other action, the presence in person or by proxy of the holders of record ot one-third of the total
number of shares of $9.75 Preferred Stock then outstanding and entitled to vote on the matter -
shall be necessary and sufficient to constitute a quorum. At any such meeting or at any
adjournment thereof.

(i) the absence of a quorum of the holders o' shares ol $9.75 Preferred Stock shall not
prevent the election of directors other than those to be elected by the holders of shares of
S9.75 Preferred Stock and the absence of a quorum ot the holders of shares of any other
class or series of capital stock shall not prevent the election of directors to be elected by the
holders of shares of $9.75 Preferred Stock or the taking of any other action as provided in
this Section 3: and

(ii) in the absence ot a quorum of the holders of shares of $9.75 Preferred Slock, a
majority of the holders of such shares present in person or by proxy shall have the power to
adjourn the meeting as to the actions to be taken by the holders of shares of $9.75
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Preferred Stock from lime lo time and place to place without notice other than announce- I
menl at the meeting until a quorum shall be present. •

|
l:or the taking of any action as provided in this Section 3 by the holders of shares of v9.75 j

Preferred Stock, each such holder shall have one vote for each share of such stock standing in '
his name on the transfer bocks of the Corporation as of any record date fixed (or sucn purpose j
or, if no such date be fixed, at the close of business on the Business Day {as defined in Section ;
10 hereof) next preceding the day on which notice is given, or il notice is waived, at the close of '•
business on the Business D»/ next preceding the day on which the meeting is held. j

EEach director elected by the holders of shares of 5975 Preferred Stock as provided in ;

paragraph (a) of this Section 3 shall, unless his term shall expire earlier, hold office until the j
annual meeting ot stockholders next succeeding his election or until his successor, if any. is
elected and qualified. >

i
In case any vacancy shall occur among the directors elected by the holders of shares of f

$9.75 Preferred Stock as provided in paragraph (a) of this Section 3. such vacancy may be [
filled lor the unexpired portion of the term by vote of the remaining directors or director I
theretofore elected by such holders, or sucn directors' or director's successors in office. If any ;
such vacancy is not so fried within 20 days after the creation thereof, the Chairman of the Board ;
of the Corporation shall call a special meeting of the holders ot shares of S9.75 Preferred Stock I
to b« held as promptly as practicable and such vacancy or vacancies shaK be filled at such '•
special meeting. '

Any director elected by the holders of shares 01 S9.75 Preferred Stock may be removed \
from office by vote ol the holders of at least a majority ol the outstanding snares of $9.75
Preferred Slock. A special meeting of the holders of shares of S9.75 Preferred Stock may be *
called by a majority vote of the Board of Directors for the purpose of removing a director in
accordance- with the provisions of this paragraph (d). Trie Chairman of the Board ol the *
Corporation shall, m any event, within 10 days alter delivery to the Corporation at its principal ;
office of a request to call such a special meeting signed by the holders ol at least 20% of the
outstanding shares of S9.75 Preferred Stock, call a special meeting for such purpose to be held
as promptly as practicable after the delivery cf such request.

If the Corporation shall not set a date for an annual meeting to elect directors within thirteen
months of the previous annual meeting, then within 10 days *:1?r delivery to the Corporation at
its principal office of a request to call such an annual meeting signed by the holders of at least
20% of the outstanding shares of S9.75 Preferred Slock, the Cf.iirman ol the Board of the
Corporation shall call an annual meeting to be rtekj as promptly as practicable ahar the delivery
of such request.

(e) Except as provided herein or in the Restated Certificate of Incorporation of the . ;
Corporation, or as required by law. the holders ot snares ol S9.75 Preferred Stock shall have no
voting rights and their consent shall not bo required for the taking of any corporate action.

SECTION t. Certain Restrictions.

(a) Whenever quarter'y dividends payable on shares of $9.75 Preferred Slock as provided
in Section 2 hereof are >n arrears, thereafter and until all accrued and unpaid dividends, whether
or not declared, on the outstanding shares ol $9.75 Preferred Stock shall have teen paid in full
or declared and set apart for payment, or whenever the Corporation shall not have redeemed
shares ol 59 75 Preferred Stock at a time required by paragraph (b) of Section 5 hereof,
thereafter and until all mandatory redemption obligations which have come due shall have been
satisfied or all necessary funds have been set apart for payment, the Corporation shall not: (i \
declare or pay dividends, or make any other distributions, on any shares of capital stock ranking
junior (either as to dividends or upon liquidation, dissolution or winding up) lo the $9.75
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Preferred Stock, other man dividends or distributions payable in capital stock ranking junior (as
to dividends and upon liquidation, dissolution or winding up) to the $9.75 Preferred Stock: or
|ii) declare or pay dividends, or make anv other distributions, on any shares of capital stock
ranking on a parity (either as to dividends or upon liquidation, dissolution or winding up) with
the $9.75 Preferred Stock, oiner than dividends or distributions payable in capital stock ranking
junior (as to dividends and upon liquidation, dissolution or winding up) to the S9.75 Preferred
Stock except dividends paid ratably on the $9 75 Preferred Stock and all capital stock ranking
on a parity with the $9.75 Preferred Stock and on which dividends are payable or in arrears, in
proportion to the trial amounts to which the holders of all such shares are then entitled.

(b) Whenever quarterly dividends payable on shares of $9.75 Preferred Stock as provided
in Section 2 hereof are m arrears, thereafter and until aJI accrued and unpaid dividends, whether
or not declared, on the outstanding snares of S9.75 Preferred Stock shall have been paid in full
or declared and set apart for payment, or whenever the Corporation shall not have redeemed
shares of $9.75 Preferred Stock at a time required by paragraph (bi of Section 5 hereof,
thereafter and until all mandatory redemption obligations which have come due shall have been
satisfied or all necessary funds have been set apart for payment, the Corporation shall net: (i)
redeem or purchase or otherwise acquire 'or consideration any shares of capital stock ranking
(either as to dividends or upon liquidation, dissolution or windirg up) junior to. or on a parity
with, the $9.75 Preferred Stock; or ') redeem or purchase or otherwise acquire for
consideration any shares of $9.75 Preferred Stock: provided, that the Corporation may elect to
redeem all outstanding shares of $9.75 Preferred Stock pursuant to paragraph (a) of Section 5
hereof, or may redeem shares of $9.75 Preferred Stock pro rata (or in full, if fewer than 750,000
shares of $9.75 Preferred Stock are then outstanding) pursuant to paragraph (a) or paragraph
(b) of Section 5 hereof, or may otherwise redeem shares of S9.75 Preferred Stock pursuant to
paragraph (c) of Section 5 hereof or clause |iv) (B) of paragraph (b) of Section 8 hereof.

(c) The Corporation ^hall not permit any Subsidiary of the Corporation to purchase or
otherwise acquire for consideration any shares of capital stock of the Corporation unless the
Corporation could, pursuant to paragraph (b) of this Section 4, purchase such shares at such
time and in such manner.

SECTIONS. Redemption.

(a) Except as otherwise provided in paragraph (c) of this Section 5 and clause (iv) (B) of
paragraph (b) of Section 8. the Corporation shall not have any right to redeem shares of $9.75
Preferred Stock prior •, August 1. 1995. On and after such dale, subject to the restrictions
contained in Section 4 hereof, the Corporation shall have the right, at its sole option and
election, to redeem shares of S9.75 Preferred Stock, in whole or in part, at any time and from
time to lime at the redemption prices per share set forth below plus an amount per share equal
to all unpaid dividends thereon, inducing accrued dividends, whether or not declared, to the
da;e of redemption.

n redMmed during »he period beginning August 1,1995 and ending January 31.1996, at a
price of $101.0836. and thereafter, at a price of $100.00.

(b) On each February i commencing on February 1. 1994 (so long as any shares of $9.75
Preferred Stock remain outstanding), the Corporation shall redeem 750.000 shares of $9 75
Preferred Stock (or. if fewer than 750.000 shares of $9.75 Preferred Stock are then outstanding,
the number of shares then outstanding), by paying therefor in cash $100.00 per share plus an
amount per share equal to all unpaid dividends thereon, including accrued dividends, whether or
not declared, to the date of redemption. The Corporation may apply to its mandatory
redemption obligations, on a pro rata basis with respect to mandatory redemption payments to
be made, any shares of $9.75 Preferred Stock purchased, redeemed or otherwise acquired
(other than upon conversion) by it which have not been previously credited against its
mandatory redemption obligations.
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(c) The Corporation shall have trie right to redeem shares of $9.75 Preferred Slock lr>
accordance with paiagraph 70 ol the Preferred Stock Purchase Agreement dated February 1.
1987 between the Corporation and The Prudential Insurance Company ol America, as it may be
amended from time to time, and including any additional parties which become subject to said
paragraph 70. in accordance with the procedures specified therein.

(d) It less than all shares of S9.75 Preferred Stock at the time outstanding are to be
redeemed, the shares to be redeemed shall be selected pro rata. except in the event of a
redemption made pursuant to paragraph (c) of this Section 5.

(e) Except for a redemption made pursuant to paragraph |c) of this Section 5 or clause
(iv| (B) o* paragraph (b) of Section 8. notice of any redemption ot shares of S9.75 Preferred
Stock shall be mailed at least thirty, but not more than sixty, days prior to the date fixed for
redemption to each holder of shares of $9.75 Preferred Stock to be redeemed, al such holder's
address as it appears on the transfer books of the Corporation. In order to facilitate the
redemption of shares of $9.75 Preferred Stock, the Board of Directors may fix a record date for
the determination of shares of S9.75 Preferred Stock to be redeemed, or may cause the transfer
books ol the Corporation for the S9.75 Preferred Stock to be dosed, not more than sixty days or
less than thirty days prior to the date fixed for such redemption.

(M On the date of any redemption being made pursuant to paragraph (a) or (b) of this
Section 5 which is specified In the notice given pursuant !o paragraph (e), the Corporation shall,
and at any time after such notice shall have been mailed and before such date of redemption the
Corporation may. deposit for the benefit of the holders of shares of $9.75 Preferred Stock called
for redemption (he funds necessary for sucn redemption with a bank or trust company in the
Borough of Manhattan, the City ot New York, having a capital and surplus of at least
S500.000.000. Any monies so deposited by the Corporation and unclaimed at the end of two
years from the date designated for such redemption shall reven to the general funds ol the
Corooration. After such reversion, any such bank or trust company shall, upon demand, pay
over to the Corporation such unclaimed amounts and thereupon such bank or trust company
shall be relieved of all responsibility in respect thereof and any holder of shares ot $9.75
Preferred Stock so called for redemption shall look only to the Corporation for the payment cf
the redemption price. In the evant that monies are deposited pursuant to this paragraph (f )in
respect of shares ol $9.75 Preferred Stock that are converted in accordance with the provisions
of Section 8 hereof, such monies shall, upon such conversion, revert to the general funds of the
Corporation and. upon demand, such bank or trust company shall pay ove< to the Corporation
such monies and shall be relieved of all responsibility to the holders ol such converted shares in
respect: thereof. Any interest accrued on funds deposited pursuant to this paragraph (f) shall
be paid from time to time to the Corporation for its own account.

(g) Upon the deposit of funds pursuant to paragraph (f) in respect ot Shares of $9.75
Preferred Stock called for redemption pursuant to paragraph (a) or (b) of this Section 5.
notwithstanding that any certificates for such shares shall not have been surrendered for
cnnetiltttlon. tfw shares represented thereby shall no longer be deemed outstanding, the rlghts-
to receive dividends thereon shall cease to accrue from and after the date ol redemption
designated in the nolice of redemption and ail rights of the holders of shares of SS.TS Preferred
Stock called for redemption shall cease and terminate, excepting only the right to receive the
redemption price therelor and the right to convert such shares m!o shares ot Common Stock
until the close of business on the second Business Day las defined m Section to hereof)
preceding the dele of redemption, in accordance with Section 3 hereof.

SECTION 6. r?eacqu/f3d Shares Any shares ol 59.75 Preferred Slock converted, redeemed,
purchased or "iherwise acquired by the Corporation in any manner whatsoever shall be retired and
cancelled promptly after the acquisition thereof. All such shares shall upon their cancellation, and
upon the filing of an appropriate certificate with the Secretary of State ol the State of Delaware.
become authorized bui unissued shares of Preferred Stock. $1.CO par value, of the Corporation and



may oe reissued as part of another series of Preferred Stock. $1.00 par value, of lf~e Corporation
subject to me conditions or restrictions on issuance ret forth herein.

SECTION 7. Liquidation. Dissolution or Winding Up.

I 3) Except as provided in paragraph ( t>) of this Se< ion 7. upon any liquidation, :.
dissolution or winding up of the Corporation, no distribution Shall be made (i) to the holders of :.•
shares of capital stock of the Corporation ranking junior (upon liquidation, dissolution or '
vending up) to trie S9.75 Preferred Stoci: unless, pnor thereto, the holders ol shares of $9.75 i
Preferred Stock shall, subject to Section 8 r>ereo'. have received (A, the liquidation value par I
share set forth below, plus an amount per share equal to all unpaid dividends thereon, including >
accrued dividends, whether or not declared, to the date of such payment or (8) if such paymem [
occurs prior to February 1. 1990 the greater of the amount determined pursuant to clause
( i ) ( A ) and the Trading Value (as denned in Section 10 hereof) per share of $9.75 Preferred \
Stock on the date of such payment; or (ii) to the holders of shares ol capital stock ranking on a \
parity (upon liquidation, dissolution or winding up) with the S9.75 Preferred Stock, except ;•
distributors made ratably on the S9.75 Preferred Stoc» and ail such parity stock in proportion ;:
to the totai amounts to which the holders ol a!' such shares are entitled upon such liquidation, 1
dissolution or winding up. For purposes of clause ( i ) (A ) above the liquidation value per share ;'
shall be during each 12-month period beginning February 1: :

1987 $109.7500 '•

1988 $108.6667 if

1989 $107 5834 L
1990 $106.5001 j;

1991 $105.4168 ?

199* $104.3335 IS

1993 $103.2502 * *

1994 $102.1669 :•

1995 S101.0836 ^
1996 and thereafter $100.00. . 1

(11 If the Corporation shall commence a voluntary case under the Federal bankruptcy laws •"
or any other applicable Federal or State bankruptcy, insolvency or similar law. or consent to the •;
entry of an order for relief in an involuntary case under any sixh law or tc the appointment of a
receiver, liquidator, assignee, custodian, trustee, sequestrator (or other similar official) ol the '
Corporation or of iny substantial part of its property, or make an assignment for the benefit of f
its creditoi s. or admit in writing iis inability to pay its debts generally as they become due. or it a ':
decree or order for re'ief m respect of the Corporation shad be entered by a court having "
jurisdiction in the premises in an involuntary case under the Federal bankruptcy laws or any • '
other applicable Federal or State bankruptcy, insolvency or similar law, or appointing a receiver, ;-'
liquidator, assignee, custodian, trustee, sequestrator (or other similar official) of the Corpo- •
ration or of any substantial part of its property, or ordering the winding up or liquidation ol its
affairs, and any such decree or order shall be unstayed and in effoct for a period of 90
consecutive days and on account of any such event the Corporation shall liquidate, dissolve or •.
wind up. no distribution shall be made (i) to the ^ciders ;if shares ol capital stock of fhe ;.
Corporation ranking junior (upon liquidation, dissolution or winding up; :o the 39.75 Preferred :
Stock < -MOSS, prior thereto, the holders of shares of S9.75 Preferred Stock shall have received :

SlOO.C per share, plus an amount per share equal to all unpaid dividends thereon, including
accrued dividends, whether or not declared, to the date ol such payment or Hi > to the holders of
shares of capital stock ranking on a parity (upon liquidation, dissolution or winding up) with 'he ":,
S9.75 Preferred Stock, except distributions made ratably on the $9.75 Preferred Slock and all
$uch parity stock in proportion to the total amounts to which the holders of all such shares are
eRtiMd upon such liquidation, dissolution or winding up.



fc) Neither the consolidation, merger or other business combination of the Corporation
wit*i or into any other Person or Persons nor the sale of all or sjbstantlitly all of the assets of the
Corporation shall be deemed to be a liquidation, dissolution or winding ubi of the Corporation for
Purposes of this Section 7.

SECTION 8. Conversion. Each share of $9.75 Preferred Slock may be convened at any time
on or after February 1. 1990, at the option of the holder thereof. Into shares of Common StocK. on
the terms and conditions set fonh in this Section 8.

(a) Subject to the provisions for adjustment hereinafter set lorlh, each share of $9.75
Preferred Stock shall be convertible in the manner Hereinafter set forth into 5.84 fully paid and
nonassessable shares of Common Stock.

(b) The number of shares ot Common Stock into which each share of $9.75 Preferred
Stock is convertible shall be y.oject to adjustment from time to time as follows:

(I) In case the Corpo ;tion shall at any time or from time to time declare a dividend, or
make a distribution, on th., outstanding shares of Common Stock in shares of Commor*
Stock or subdivide or reclassify the outstanding shares of Common Stock into a gn» _ier
number of shares or combine or reclassify the outstanding shares of Common SKoH into a
smaller number of shares of Common Stock, then, and in each such case, ?!~.e number of
shares of Common Stock into which each share of $9.75 Preferred Stock is convertible shall
be adjusted so that the holder of each snare thereof shall be entitled to receive, upon the
conversion thereof, the number ot snares of Common Slock which the holder ot a share of
$9.75 Preferred Stock would have been entitled to receive after the happening of any of the
events described above had such share been converted Immediately prior to the nappening
of such event or the record ''ate therefor, whichever is earlier An adjustment made
pursuant to this clause (I) shall become effective (A) In the case of any such dividend or
distribution. Immediately after the closj ot business on the record date for the del -ruina-
tion of holders of shares of Common Stock entitled to receive such dividend or distribution,
or (8) In the case of any such subdivision, rectification or combination, at the close of
business on the day upon which such corporate action becomes effective.

(II) In case the Corporation shall at any time or from time to time issue shares of
Common Stock (or securities convertible into shares of Common Stock) at a price per
share (or having a conversion price per share) less than $100.00 divided by the number ot
shares of Common Stock into which a share of $9.75 Preferred Stock is then convertible
(the "Conversion Price"), disregarding for the purposes of this clause (li) any limitations
on conversion set forth in the first sentence of this Section •"".. as of the date of issuance of
such shares or of such convertible securities, then, and in each such case, the number of
shares of Common Stock into which each share of $9.75 Preferred Stock is convertible shall
be adjusted so that the holder of each share thereof shall be entitled to receive, upon the
conversion thereof, the number of shares of Common Stock determined by multiplying (A)
the nttnber of shariTdr Conrnon Stock into which suctfshare was' convWtlbW on th«Tday ~
immediately prior to siw* ^-.tj by (B) a fraction, the numerator of which shall be the sum of
(1) the number of shares of Common Slock outstanding on such date and (2) the number
of additional shares of Common Stock issued (or into which the convertible securities may
convert), and the denominator of which shall be the sum of P) trie number of shares of
Common Stock outstanding on such date and (2) the number of shares of Common Stock
which the aggregate consideration receivable by the Corporation tor the total number ot
shares of Common Stock so issued (or into which the convertible securities may convert)
would purchase at such Conversion Price on such date. An adjustment made pursuant to
this clause (ii) shall be made on the next Business Day following the date on which any such
issuance is made and shall be effective retroactively immediately after the close of business
on such date. For purposes of this clause (ii), the aggregate consideration receivable by
the Corporation in connection with the issuance of shares of Common Slock or of securu.es
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convertible into shares of Common Stock shall be deemed to be equal to the sum of the
aggregate offering price (before deduction of reasonable underwriting discounts or
corrmissions and expenses) ol all such securities plus the minimum aggregate amount, it
any. payable upon conversion of any such convertible securities into shares of Common
Stock. The issuance of any shares o( Common Stock (whether treasury shares or newly
issued shares) pursuant to a dividend or distribution on. or subdivision, combination or
reclassification ot. the outstanding shares of Common Stock requiring an adjustment in the
conversion ratio pursuant to clause (i) of this paragraph (b). or pursuant to any plan
providing for the reinvestment of dividends or interest payable on securities of the
Corporation, and the investment of additional optional amounts, in shares of Common
Stock, in any such case at a price per share of not less than 85% of the current market price
'.determined as provided in such plans) per share of Common otock. or pursuant to any
employee benefit plan or program of the Corporation at a pncr per share of not less than
the current market price (determined as provided in such plai , or programs), or pursuant
to any option, warrant, right, or convertible security outstanding as of the date hereof
{including, but not limited to. the Common Slock Purchase Rights issued pursuant to the
Rights Agreement between the Corporation and Ameritrust Company National Association,
dated as of October 29. 1986. as amended as of December 18. 1986. and supplemented
and amended as of February 1. 1987, and as it may be further amended from time to time
(the "Rights Agreement"), and the $2.07 Cumulative Convertible Preferred Stock. $1.00
par value, and the $4.00 Cumulative ConvertiWe Preferred Stock. $1.00 par value) shall not
be deemed to constitute an Issuance of Common Slock or convertible securities by the
Corporation to which this clause (ii) applies.

(lit) In case ttie Corporation shall at any time or from time to time declare, order, pay
or make a dividend or other distribution (including, without limitation, any distribution of
stock or other securities or property or rights or warrants to subscribe for securities of the
Corporation or any of its Subsidiaries by way of dividend or spin-off, except pursuant to the
Rights Agreement) on its Common Stock, other than (A) regular quarterly dividends
payable In cash out of surplus plus dividends payable in cash in an aggregate amount ol up
to $ 200 million or (B) shares of Common Stock which are referred to in clause (i) of this
paragraph (b), then, and in each such case, the number of shares of Common Stock into
which each share of $9.75 Preferred Stock is convertible shall be adjusted so that the
holder of each share thereof shall be entitled to receive, upon the conversion thereof, the
number of shares of Common Stock determined by multiplying (1) Ihe number of shares of
Common Stock Into which such share was convertible on the day immediately prior to the
record date fixed for the determination ol stockholders entitled to receive such dividend or
distribution by (2) a fraction, the numerator of which shall be the Current Market Price per
share of Common Stock as of such record date, and the denominator of which shall be such
Current Market Price pe> "hare of Common Stock less the Fair Market Value per share of
Common Stock (as determinedjnjjggd fatth by.thejtoardjrfjpirectors ol Incorporation, a
certified resolution with respect to which shall be mailed to each holder of shares of $9.75
Preferred Slock) of such dividend or distribution; provided, however, that in the event of a
distribution of shares of capital stock of a Subsidiary of the Corporation (a "Spin-Off")
made to holders o* shares of Common Stock, the numerator of such traction shall be the
sum of the Current Market Price per share of Common Stock as ot the 35th Trading Day
after the effective dale of such Spin-Off and the Current Market Price of the number of
shares (or the fraction of a share) of capital stock of the Subsidiary which is distributed in
such Spin-Off in respect of one share of Common Stock as of such 35th Trading Day and
(ho denominator of which shall be the Current Market Price per share of Common Stock as
ol such 35lr» Trading Day An adjustment made pursuant to this clause (ill) shall be made
upon the opening of business on the next Business Day following the date on which any
such dividend or distribution is made and shall be effective retroactively immediately alter
the close of business on the record date fixed for the determination of stockholders entitled
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to receive such dividend or distribution; provided, however, if ihe proviso to the preceding
sentence applies, then such adjustment shall be made and be effective as of such 35th
Trading Day after the effective date of such Spin-Off.

(iv) In case at any time the Corporation shall be a party to any transaction (including,
without limitation, a merger, consolidation, sale of all or substantially all of the Corpo-
ration's assets, liquidation or recapitalization of the Common Stock and excluding any
transaction to which clause ( I ) , (ii) or (iii) of this paragraph fb) applies) in which the
previously outstanding Common Stock shall be changed into or exchanged for different
securities of the Corporation or common stock or other securities of another corporation or
interests in a noncorporate entity or other property (including cash) or any combination of
any of the foregoing (each such transaction being herein called the "Transaction," the date
of consummation of the Transaction being herein called the "Consummation Date," the
Corporation (in the case of a recapitalization of the Common Stock to which this clause (iv)
applies or any other such transaction in which the Corporation retains substantially all of its
assets and survives as a corporation) or such other corporation or entity (in each other
case) being herein called the "Acquiring Company." and the common stock (or equivalent
equity interests) of the Acquiring Company being herein called the "Acquirer's Common
Stock"), then, as a condition of the consummation of the Transaction, lawful and adequate
provisions shall be made so that each holder of shares ol $9.75 Preferred Stock shall be
entitled, at the election of the $9.75 Preferred Stock as provided in the following sentence,
to the treatment accorded pursuant to sub-clause (A)(1) or (A) (2) and, to the extent
applicable, (A) (3) or. under the circumstances specified therein, sub-clause (B) or (C) of
this clause {iv). The selection by the holders of shares of $9.75 Preferred Stock of the
treatment to be accorded such shares from among the alternatives specified in Ihe
preceding sentence shall require the affirmative vote of the holders of at least 66V/o of the
outstanding shares of S9.75 Preferred Slock, voting in person or by proxy, at a meeting of
such stockholders, which vote shall be taken on or before Ihe later of (1) the 30th day
following the Consummation Date, and (2) the 60th day following the date of delivery or
mailing to such holder of the last proxy statement relating to the vote on the Transaction by
the holders of the Common Stock, and which vote shall bind alt holders of shares of S9.75
Preferred Stock and their transferees: if the holders ol shares of S9.75 Preferred Stock are
unable to or for any other reason do not make a selection, then the Board of Directors of the
Corporation shall make such selection, in accordance with this clause (iv). from among the
alternatives specified in this clause (iv). Notwithstanding the foregoing, any holder of $9.75
Preferred Stock shall in all events be entitled to the treatment accorded pursuant to sub-
clause (A) (3) in the event the circumstances specified therein shall occur. Any selection
made by the holders of shares of $9.75 Preferred Stock in accordance with the preceding
sentence shall be communicated in writing to the Corporation as promptly as practicable
after the voto referred to above shall have been taken.

__(A) tocawotany t̂amttlion, each ihn»oi$9.7S-T'n«tfr»d^ocmh«U coot
to remain outstanding and shall be subject to all the provisions of thr Certificate of •
Designations. Preferences and Rights of S9.75 Cumulative Convertible Preferred Stock J
which embodies this resolution, as in effect prior to such Transaction except that ;

(1) each share of $9.75 Preferred Slock shall thereafter be convertible •
(subject to the limitations on conversion set forth in the first sentence of this \i
Section 8) into, in lieu of the Common Stock issuable upon such conversion prior ;;
to the Consummation Dato, shares of the Acquirer's Common Stock, unless the '.-
Acquiring Company fails to meet me requirements set forth in (4). (5) and (6) -
below, in which case shares of the common stock of the corporation (herein called ;;
a "Parent") which directly or indirectly controls the Acquiring Company if it meets !i
the requirements set forth in (4), (5) and (6) below, at a conversion price per ".
share equal to Ihe Conversion Pries in effect immediately prior to the Con- :•
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summation Date multiplied by a fraction the numerator of which is the market price
per share (determined in the same manner as provided in the definition of Current
Market Price) of the Acquirer's Cr inmon Stock or the Parent's common slock, as
the case may be, immediately prior to the Consummation Date and the denomina-
tor of which is the Current Market Price per share of Common Stock immediately
prior to the Consummation Date (subject in each case to adjustments from and
after the Consummation Date as nearly equivalent as possible to the adjustments
provided for in this paragraph (b) of this Section 8). or

(2) each share of 59.75 Preferred Slock shall thereafter be convertible
| subject to the limitations on conversion set forth in the first sentence of this
Section 8) into, in lieu of the Common Stock issuable upon such conversion prior
to the Consummation Date, the amount ol securities or other property to which
such holder would actually have been entitled as a holder of shares of Common
Stock upon the consummation of the Transaction if such holder had converted
such shares of $9.75 Preferred Stock immediately prior to such Transaction
(subject to adjustments from and after the Consummation Date as nearly
equivalent as possible to the adjustments provided for in this paragraph (b) of this
Section 8): provided that if in connection with the Transaction a tender or
exchange offer shall have been made and there shall have been acquired pursuant
thereto more than 50% of the outstanding shares of Common Stock, and if the
holders of shares of $9.75 Preferred Stock so designate in the notice given to the
Corporation which specifies their selection of this alternative (A) (2). each holder
of such shares shall be entitled to receive upon conversion thereof, the amount of
securities or other property to which such holder would actually have been entitled
as a holder of shares of Common Stock if such holder had converted such shares
of $9.75 Preferred Stock prior to the expiration of such tender or exchange offer
and accepted such offer and had sold therein the percentage of all the shares of
Common Stock issuable upon conversion of its shares of $9.75 Preferred Stock
equal to the percentage of shares of the then outstanding Common Stock so
purchased in the tender or exchange offer, with the remaining portion of its shares
of $9.75 Preferred Stock thereafter being convertible into the amount ol securities
or other property to which such holder would actually have been entitled upon lt;e
consummation of the Transaction as a holder of shares of Common Stock if such
holder had converted such shares of $9.75 Preferred Stock immediately prior to
such Transaction (subject to adjustments from and after the Consummation Date
as nearly equivalent as possible to the adjustments provided for in this paragraph
(b) of this Section B). or

{3) if neither the Acquiring Company nor the Parent meets the requirements
set forth in (4). (5) and (6) below, each share of $9.75 Preferred Stock shall
thereafter be convertible into, in lieu of the Common Stock issuable upon such
conversion prior to the Consummation Date (and subject to the limitations on
conversion set forth in the first sentence of this S«cj|fln JD ĵn amn'tnt in CffflU
equal to the Fair Market Value in cash, as of the Consummation Date (computed
without interest), of the shares of capital stock or other securities or property
(other than cash) to which the holder of shares of $9.75 Preferred Stock would be
entitled, pursuant to (2) above (including the prov,»o thereof, if applicable) upon
conversion of each such share, as determined by an independent investment
banking firm (with an established national reputation as a valuer of equity
securities) selected by the Corporation, plus the cash, if any. into which each such
share of $9.75 Preferred Stock would be convertible pursuant to (2) above.

The Corpora'rn agrees to obtain, and deliver to each holder of shares of $9.75
Preferred Stock a copy of the determination of such an independent investment
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banking firm within 15 days after the Consummation Date of any Transaction to which
(3) is applicable.

The requirements referred to above in the case of tiie Acquiring Company or its
Parent ai-* that immediately after the Consummation Date:

(4) it is a solvent corporation or other entity organized under the laws of any
State of the United States of America having its common stock or. In the case of an
entity other than a corporation, equivalent equity securities, listed on the New York
Stock Exchange or the Ar;,s»ican Slock Exchange or quoted by the NASDAQ
National Market System or any successor thereto or comparable system, and such
common stock or equivalent equity security continues to meet the requirements lor
such toting or quotation,

(5) it is required to (lie, and In each of Its three fiscal years lmmediatet>
preceding the Consummation Date (or since its Inception} has filed, reports with
the Socurttlee and Exchange Commission (the "Commission") pursuant to
Section 13 or 15(d) of the Securities Exchange Act of 1934. as amended, and

(6) In me case of the Parent such Parent Is required to include the Acquiring
Company in the consolidated financial statements contained in the Parent's Annual
Report on Form 10-K as filed with the Commission and is not Itsell Included In the
consolidated financial statements of any other Person (other than its consolidated
subsidiaries).

Notwithstanding anything contained herein to the contrary, the Corporation shaU not
effect any Transaction unless prior to the consummation thereof each corporation or
entity (other than the Corporation) which may be required to deliver any securities or
other property upon the conversion of shares of $9.75 Preferred Stock, or the
satisfaction of conversion rights as provided herein shatt assume, by written instrument
delivered to each holder of shares of $9.75 Pr-fred Stock, the obligation to deliver to
such holder such securities or other property to which, In accordance with the
forego*-xj provisions, such holder may be entî Bd, and such corporation or entity ShaU
have su.-jlariy delivered to each holder of shares of $9.75 Preferred Stock an opinion of
counsel for such corporation or entity, which opinion shall state that the rights, powers
and privileges of the outstanding shares of $9.75 Preferred Stock. Including, without
limitation, the conversion provisions appBcabJe thereto, If cny, shall thereafter continue
In fun force and effect and shatt be enforceable against such corporation o< entity In
accordance with the terms hereof and thereof.

(B) Notwithstanding ttw foregoing, if the Consummation Data e* a Transaction in
which the Corporation Is a party occurs prior to February 1,1990 and il during any
period of 12 consecutive months ending on or prior to February 1.1990, the dally
average of all the closing sales prices for each month during such period shad have
been less man $14.75 (as auch price thai be adjusted In accordance with thb sub-
clause (BJ), the shares of $9.75 Preferred Stock shad, if the hoklnrs of shares of $9.75
Preferred Stock shall so select, hi the manner prescribed above hi this clause (Iv), be
redeemed by the Corporation tor, or exchanged in a Transaction which to a merger or
consolidation (or. a cash amount equal to $100.00 per share phis an amount per share
equal to al unpaid dividends thereon, including accrued dividends, whether or not
declared, to the date such Transaction Is consummated; provfcfed, that if such
Transaction is a merger or consolidation, a deftnMva agreement for any such merger or
consolidation Is entered Into within 20 days altar the end of such 12-month period and
is consummated within 75 days thereafter, and if such Transaction Is olher than a
merger or consolidation, it is consummated within 75 days after the and of such 12-
month period. The price set forth In the preceding sentence shall from and after the
record data for a dividend or distribution requiring an adjustment In the conversion rata
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pursuant to clause (Ki) of this paragraph (b) be reduced by the Fair Market Value per
share of Common Stock of such dividend or distribution as determined pursuant to
dause (lii) and shad also be appropriately adjusted In the event of an occurrence
requiring an adjustment in the conversion rate pursuant to dause (I) of this paragraph
(b).

(C) In case of any Transaction, provision may be made. In lieu of the adjustments
hereinbefore provided for In tWs dause (rv), for each share of $9.75 Preferred Stock to
be exchanged for or to be converted In such Transaction, In a manner and for
consideration other than as specified in any of sub-clauses (A) or (B); provided,
however, that any such treatment shall require both (1) the approval of the Board of
Directors of the Corporation, which approval Includes the affirmative vote of at least
60% of the directors then in office other than those who have been elected pursuant to
paragraph (a) of Section 3 hereof and (2) the favorable opinion of an independent
Investment banking firm (with an established national reputation as a valuer of equity
securities) selected by the Board of Directors of the Corporation which Is to the effect
that the Transaction Is fair to the holders of shares of $9.75 Preferred Stock, and to the
holders of shares of Common Stock In view of the treatment in such Transaction of the
S9.75 Preferred Stock.

All calculations under this paragraph (b) shall be made to the nearest one one-hundredth of a
share.

(c) If any adjustment in the number of shares of Common Stock Into which each share of
$9.75 Preferred Stock may be converted required pursuant to this Section 8 would result in an
Increase or decrease of less than 1% In the number of shares of Common Stock Into which each
share of $9.75 Preferred Stock is then convertible, the amount of any such adjustment shad be
carried forward and adjustment with respect thereto shall be made at the easier of (I) the time
of and together with any subsequent adjustment, which, together with such amount and any
otter amount or amounts so carried forward, shaN aggregate at least 1% of the number of
shares of Common Stock Into which each share of $9.75 Preferred Stock is then convertible or
JU) three years after the data on which such adjustment otherwise would have been made.

(d)i The Board of Directors may increase the number of shares of Common Stock Into
which each share of $9.75 Preferred Stock may be converted, in addition to the adjustments
required by this Section 8, as shall be determined by It (as evidenced by a resolution of the
Board of Directors) lo be advisable In order to avoid or diminish any Income deemed to be
received by any holder for federal Income tax purposes of shares of Common Stock or $9.75
Preferred Slock resulting from any events or occurrences giving rise to adjustments pursuant to
this Section 8 or from any other similar event

(e) The holder of any shares of $9.75 Preferred Stock may exercise Ms right to convert
such shares into shares of Common Stock by surrendering for such purpose to the Corporation,
at Its prindpal office or at such other office or agency maintained by the Corporation for that
purpose, a certificate or certificates representing the shares of $9.75 Preferred Stock to be
converted accompanied by • written notice stating that such holder elects to convert an or a
spotifleij whole number of such shares In accordance with the provisions of thia Section 8 and
spedfylng the name or names in which such holder wishes the certificate or certificates for
shares of Common Stock to be issued. In case such notice shall specify a name or names other
than that of such holder, such notice shall be accompanied by payment of al transfer taxes
payable upon the issuance of shares of Common Stock In such name or namea. Other than such
taxes, the Corporation wiH pay any and aN issue and other taxes (other than taxes based on
Income) that may be payable in respect of any Issue or delivery of shares of Common Stock on
conversion of $9.75 Preferred Stock pursuant hereto. As promptly as practicable, and in any
event within flve business days after the surrender of such certificate or certificates and the
receipt of such notice relating thereto and. if applicable, payment of all transfer taxes (or the
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demonstration to trie satisfaction of the Corporation that such taxes have been paid), the
Corporator shall deliver or cause to be delivered (I) certificates representing the number of
vaJkfly issued, fully paid and nonassessable full shares of Common Stock to which the holder of
shares of $9.75 Preferred Stock so converted shall be entitled and (ii) if less than the full
number of shares of $9.75 Preferred Stock evidenced by the surrendered certificate or
certificates are being converted, a new certificate or certificates, of like tenor, for the number of
shares evidenced by such surrendered certificate or certificates less the number of shares
converted. Such conversion shall be deemed to have been made at the close of business on the
date of giving of such notice and of such surrender of the certificate or certificates representing
the shares of $9.75 Preferred Stock to be converted so that the rights of the holder thereof as to
the shares being converted shad cease except for the right to receive shares of Common Stock
In accordance herewith, and the person entitled to receive the shares of Common Stock shall be
treated for afl purposes as having become the record holder of such shares of Common Stock at
such time. The Corporation shall not be required to convert, and no surrender of shares of
$9.75 Preferred Stock shall be effective for that purpose, white the transfer books of the
Corporation for the Common Stock are closed for any purpose (but not for any period in excess
of 15 days); but the surrender of shares of $9.75 Preferred Stock for conversion during any
period while such books are so closed shall become effective for conversion Immediately upon
the reopening of such books, as if the conversion had been made on the data such shares ol
$9.75 Preferred Stock were surrendered, and at the conversion rate In effect at the data of such
surrender.

<f) Subject to the limitations on conversion set forth to the first sentence of Section 8
hereof, shares of $9.75 Preferred Stock may be converted at any time up to tin dose of
business on the second Business Day preceding the date fixed for redemption of such shares
pursuant to Section 5 hereof.

(g) Upon conversion of any shares of $9.75 Preferred Stock, the holder thereof shall not
be entitled to receive any accumulated, accrued or unpaid dividends in respect of the shares so
converted; provided, that such holder shall be entitled to receive any dividends on such shares
of $9.75 Preferred Stock declared prior to such conversion if such holder held such shares on
the record date fixed for the determination of holders of shares of $9.75 Preferred Stock entitled
to receive payment of such dividend.

| h) In connection with the conversion of any shares of $9.75 Preferred Stock, no fractions
of shares of Common Stock shall be issued, but In lieu thereof the Corporation shall pay a cash
adjustment In respect of such fractional interest in an amount equal to such fractional Interest
multiplied by the Current Market Price per share of Common Stock on the day on which such
shares of $9.75 Preferred Stock are deemed to have been converted.

(I) The Corporation shall at all times reserve and keep available out of Its authorized and
unissued Common Stock, solely for the purpose of effecting the conversion of the $9.75
Preferred Stock, such number of snares of Common olock as shad from lime to time be
sufrtderrt to effect the ccmerston of a« then outstaro«ngshai« The
Corporation shal from time to time, in accordance with the laws of Delaware, increase the
authorized amount of Common Stock If at any time the number of authorized shares of Common
Stock remaining unissued shal not be sufficient to permit the conversion at such time of aP then
outstanding shares of $9.75 Preferred Slock.

SECTION 9. fleporfe as fo Adfustmtnts. Whenever the number of shares of Common Stock
Into whteh each share of $9.75 Preferred Stock is convertible Is adjusted as provided In Section a
hereof, the Corporation shall promptly mall to the holders of record of the outstanding shares of
$9.75 Preferred Stock at their respective addresses as the same shafl appear In the Corporation's
stock records a notice stating thai the number of shares of Common Stock Into which the shares of
$9.75 Preferred Stock are convertible has been adjusted and setting torth the new number of shares
of Common Slock (or describing the new stock, securities, cash or other property) Into which each
share of $9.75 Preferred Stock Is convertible as a result of such adjustment, a brief statement of the
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facts requiring such adjustment and the computation thereof, and when such adjustment became
effective.

SECTION 10. Definitions. For the purposes of the Certificate of Designations, Preferences and
Rights of $9.75 Cumulative Convertible Preferred Stock which embodies this resolution:

"Business Day" means any day other than a Saturday. Sunday, or a day on which banking
Institutions in the State of New YorK are authorized or obligated by law or executive order to dose.

"Consolidated Assets" at any time means the assets of the Corporation and its Subsidiaries or
of any successor Person to the Corporation and its Subsidiaries or of any Reporting Entity and its
Subsidiaries determined on a consolidated basis In accordance with generally accepted accounting
principles as of February 1,1987.

"Consolidated Funded Debt" at any time means the Funded Debt of the Corporation and its
Subsidiaries or of any successor Person to the Corporation and Its Subsidiaries or of any Reporting
Entity and Its Subsidiaries determined on a consolidated basis in accordance with generally
accepted accounting principles as of February 1. 1987.

"Current Market Price" per share of Common Stock on any date shaK be deemed to be the
average of the daBy closing prices par share of Common Stock for the 30 consecutive Trading Days
immedtetaJy prior to such date. The dosing price for each day shafl be the last sale price, regular
way. or. In case no such sale takes place on such day. the average of the closing bid and aoked
prices, regular way. in either case as reported in the principal consoldated transaction reporting
system with respect to securities listed or admitted to trading on the New York Stock Exchange or, if
the Common Stock Is not listed or admitted to trading on the New York Stock Exchange, as reported
in the principal consolidated transaction reporting system with respect to securities Bsted on the
principal national securities exchange on which the Common Stock is listed or admitted to trading
or, If the Common Stock is not fisted or admitted to trading on any national securities exchange, the
last quoted sate price or. If not so quoted, the average of the high bid and low asked prices In the
over-the-counter market, as reported by the National Association of Securities Dealers, Inc.
Automated Quotations System ("NASDAQ") or such other system then in use, or, If on any such
date the Common Stock is not quoted by any such organization, the average of the closing bid and
asked prices as furnished by a professional market maker making a market In the Common Stock
selected by the Board of Directors, if the Common Stock is not publicly held or so listed or publicly
traded. "Current Market Price" shaO mean the Fair Market Value per share as determined in good
faith by the Board of Directors of the Corporation.

"Fair Market Value" means the amount which a willing buyer would pay a willing seller In an
arm'9-length transaction.

"Funded Debt" of any Person means (I) an obligations for money borrowed, (II) an obligations
evidenced by a note, bond, debenture or similar evidence of Indebtedness, (Rl) all obligations
representing tlw deferred and unpaid purchase price for property or services, (tv) art capJtafeed
tease and production payment obligations and (v) all guarantees of obligations of others of the
types specified in clauses (I) through (tv) above, in each case where such obligations mature, or
which are axtendlbto or renewable at the option of the oblgor on such obligations to a time, more
man 12 months after the time of the computation of the amount of Funded Debt In the respective
amounts which would be shown for such obligations, under generally accepted accounting
principles, on a balance sheet of such Person as a llabBlty Item other than a current liability.

"Generally accepted accounting principles" means with respect to any computation required or
permitted hereunto such accounting principles which are generally accepted as of February 1,
1987.

"Grow Tangible Worth" at any time means Consolidated Assets less the sum of (I) aH current
HabllHtles (excluding any thereof which are by their terms extencflbta or renewable at the option of the
obligor thereon to a time more than t2 months after the time as ol which the amount thereof is being
computed)!. (II) total Intangibles. (IK) deferred taxes, (Iv) other liabilities (excluding Funded Debt)
and (v) minority Interests in unconsoHdated Subsidiaries of the Corporation and its Subsidiaries or
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of any successor Person to the Corporation and Its Subsidiaries or of any Reporting Entity and its
Subsidiaries determined on a consolidated basis In accordance with generally accepted accounting
principles as of February 1, 1987.

"Person" shall mean any individual. Mrm. corporation or other entity, and shall include any
successor i by merger or otherwise) of such entity.

"Subsidiary" of any Person means any corporation or other entity of which a majority of the
voting power of the voting equity securities or equity interest Is owned, dlrectty or Indirectly, by such
Person.

"Trading Day" means a day on whtei the principal national securities exchange on which the
Common Stock is listed or admitted to trading is open for the transaction of business or, it the
Common Stock is not listed or admitted to trading on any national securities exchange, any day
other than a Saturday. Sunday, or a day on whtei banking Institutions In the State of New York are
authorized or obligated by law or executive order to dose.

"Trading Value" per share of $9.75 Preferred Stock on any particular date la the product of (I)
the number of shares of Common Stock Into which one share of $9.75 Preferred Stock Is convertible
on such date (disregarding for the purposes of this definition any limitations on conversion set forth
in Section 8 hereof) and (ii) the then-Current Market Price per share of Common Stock.

"Voting Stock" means the outstanding shares of capital stock of the Corporation entitled to
vote generally In the election of directors.

SE-CTION 11. Rank. The $9.75 Preferred Stock shal rank on a parity as to dividends and upon
liquidation, dissolution or winding up with the outstanding shares of the Corporation's $2.07
Cumulative Convertible Preferred Stock. $1.00 par value, and $4.00 Cumulative Convertible .-,.
Preferred Stock, $1.00 par value.

FIFTH. In furtherance of, and not in limitation of the powers conferred by statute, the Board of
Directors Is expressly authorized and empowered: $

(a) To make and alter the By-laws of the Corporation; provided, however, that the By-
Laws made by the Board of Directors under the powers hereby conferred may be altered,
changed, amended or repealed by the Board of Directors or by the stockholders having voting
power with respect thereto, except that By-Laws 8,12,15 and 49 shall not be altered, changed,
amended or repealed, nor shal any provision Inconsistent with such By-Laws be adopted,
wiitiout the affirmative vote of the holders of at least 80% of the combined voting power of al
shares of tne Corporation entitled to vote generally In the election of Directors, voting together
as a single class. Notwithstanding anything contained In this Certificate of Incorporation to the * •'
contrary, the affirmative vote of the holders of at least 80% of the combined voting power of all
shares of the Corporation entitled to vote generally In the election of directors, voting together
as a single class, shaB be required to liter, change, amend, repeal, or adopt any provision
Inconsistent with, this Section (a) of Article Fifth; and

(b) From time to time to determine whether and to what extent, and at what times and
places, and under what conditions and regulations, the accounts and books of the Corporation ' -•
or any of them, shall be open to Inspection of stockholders: and no stockholder shal have any
right to inspect any account, book or document of the Corporation, except as conferred by
applicable law and subject to the rights, If any, of the holders of any series of Preferred Stock.

The Corporation may in its By-Laws confer powers upon its Board of Directors in addition to the
foregoing and In addition to the powers and authorities expressly conferred upon the Board of
Directors by applicable law.

SIXTH. The stockholders and Board of Directors ot the Corporation shad have power to hold
their meetings and to have one or more offices of the Corporation within or without the State of
Dataware, and to keep the books of the Corporation outside of the State of Delaware at such place
or places as may from time to time be designated by the Board of Directors.
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SEVENTH. Subject to the rights of the holders of any class or series of stock having a
preference over the Common Stock as to dividends or upon liquidation to elect additional Directors
under specific circumstances:

(a) Any action required or permitted to be taken by the stockholders of the Corporation
must be effected at an annual or special meeting of stockholders of the Corporation and may
not be effected by any consent In writing of such stockholders; and

(b) Special meetings of stockholders of the Corporation may be catted only by the
Chairman of the Board of Directors and shall be promptly called by the Chairman or the
Secretary at the written request of a majority ol the Board of Directors upon not fewer than ten
nor more than 60 days' written notice.

Notwithstanding anything contained in this Certificate of Incorporation to the contrary, the
affirmative vote of the holders of at least 80% of the combined voting power of all shares of the
Corporation entitled to vote generally In the election of directors, voting together as a single class,
shall be required to alter, change, amend, repeal, or adopt any provision Inconsistent with, this
Article 'Seventh.

EIGHTH. SECTION 1. Number. Election and Terms ot Directors. Subject to the rights of the
holders of any class or series of stock having a preference over the Common Stock as to dividends
or upon liquidation t> • ••wet additional Directors under specific circumstances, the number of the
Directors of the Corpc 'ton shall be fixed from time to time by or pursuant to the By-Laws of the
Corporation. The Directors, other than those who may be elected by the holders of any class or
series of stock having a preference over the Common Stock as to dividends or upon liquidation, shall
be classified with respect to the time for which they severally hold office Into three classes, as nearly
their equal hi number as possible, as shall be provided in the manner specified In the By-Laws of the
Corporation. At the annual meeting of the stockholders held In 1985. one class shall be orlglnaBy
elected for a term expiring at the annual meeting of stockholders to be held In 1986. another class
shall be originally elected for a term expiring at the annual meeting of stockholders to be held in
1987, and another class Shan be originally elected for a term expiring at the annual meeting of
stockholders to be held In 1988, with the members of each class to hold office until their successors
are elected and qualified. At each succeeding annual meeting of the stockholders of the
Corporation, the successors of the class of Directors whose term expires at that meeting shall,
subject to Section 4 of this Article Eighth, be elected by plurality vote of all votes cast at such
meeting to hold office for a term expiring at the annual meeting of stockholders held to the third year
following the year of their election.

SECTION 2. Stockholder Nomination ot Director Candidates and Introduction ot Business.
Advance notice of stockholder nominations for the election of Directors and advance notice of
business to be brought by stockholders before an annual meeting shaH be given In the manner
provided In the By-Laws of the Corporation.

SECTIONS. Newly Created Directorships and Vacancies. Except as otherwise provided for or
fixed by or pursuant to the provisions of Article Fourth ot this Certificate of incorporation relating to
the' rights of the holders of any dass or series of stock having a preference over the Common Stock
as to dividends or upon liquidation to elect Directors under specified circumstances, newly created
directorships resulting from any Increase in the number of Dkectors and any vacancies on the Board
of Directors resulting from death, resignation, disqualification, removal or other cause shaH be filled
only by the affirmative vote of a majority of the remaining Directors then In office, svan though less
than a quorum of the Board of Directors. Any Director elected In accordance with the preceding
sentence shall hold office for the remainder of the fuM term of the dass of Directors in which the new
directorship was created or the vacancy occurred and untfl such Director's successor shall have
been elected and qualified. No decrease In the number of Directors constituting the Board of
Directors shall shorten the term of an incumbent Director.

SECTION 4. Cumulative Voting In Certain Circumstances. In any election of Directors of the
Corporation on or after the date on which the Corporation becomes aware that any 30% Stockholder
(as defined below) has become a 30% Stockholder, there shall be cumulative voting for election of
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Directors so that any holder of shares of Voting Stock may cumulate the voting power represented
by his shares and give one candidate a number of votes equal to the number of Directors to be
elected multiplied by the number of votes to which such shares are entitled, or distribute such votes
on the same principle among as many candidates for election as such holder of shares determines.
For the purposes of this Section 4 of Article Eighth, a "30% Stockholder" shall mean any person
(other than the Corporation and any other corporation of which a majority of the voting power of the
capital stock entitled to vote generally in the election of directors Is owned, directly or indirectly, by
the Corporation) who or which is the beneficial owner, directly or indirectly, of 30% or more of the
outstanding Voting Stock.

SECTION 5. Removal. Subject to the rights of the holders of any class or series ol stock having
a preference over the Common Stock as to dividends or upon liquidation to elect additional
Directors under specified circumstances, any Director may be removed from office only by the
affirmative vote of the holders of at least 80% of the combined voting power of the outstanding
shares of Voting Stock, voting together as a single class; provided, that notwithstanding the
foregoing provisions of this Section 5 of this Article Eighth. II at any time when cumulative voting to
permitted pursuant to Section 4 of this Article Eighth less than the entire Board ol Directors is to be
removed, no Director may be removed from office if the votes cast against his removal would be
sufficient to elect him as a Director If then cumulatively voted for him at an election of the class of
Directors of which he Is a part

SECTION S. Amendment, flepea/ or Alteration. Notwithstanding anything contained in this
Certificate of Incorporation to the contrary, the affirmative vote of the holders of at least 80% ol me
combined voting power of the outstanding shares of the Voting Stock, voting together as a single
class, shaH be required to alter, change, amend, repeal, or adopt any provision Inconsistent with, thta
Article Eighth.

SECTION 7. Certain Definitions. For the purpose of this Article Eighth:

(a) A "person" shall mean any individual, firm, corporation or other entity.

(b) "Voting Stock" shall mean the outstanding shares of capital stock of the Corporation
entitled to vote generally In the election of Directors. In any vote required by or provided for In
this Article Eighth, each share of Voting Stock shall have the number of votes granted to It
generally In the election of Directors.

(c) A person shall be a "beneficial owner" of any shares of Voting Stock:

(i) which such person or any of Its AffBlates or Associates (as hereinafter defined)
beneficially owns, directly or Indirectly; or

(I) which such person or any of Ita Affiliates or Associates has (a) the right to acquire
(whether such right is exercisable immediately or only after the passage of time), pursuant
to any agreement, arrangement or understanding or upon the exercise of conversion rights, .
exchange rights, warrants or options, or otherwise, or (b) the right to vote pursuant to any
agreement, arrangement or understanding; or .*=.*.*-

(Hi) which Is beneficially owned, directly or Indirectly, by any other person with which
such person or any of its Affiliates or Associates has any agreement, arrangement or
understanding for the purpose of acquiring, holding, voting or disposing of any Voting
Stock;

provided, however, that no person shall be deemed to be a "beneficial owner" of any shares of
Voting Stock solely by reason of such person's right to vote or to acquire such Voting Stock
pursuant to any agreement or Instrument approved by a majority of the Board of Directors.

(d) In determining whether a person is a 30% Stockholder pursuant to Section 4 of this
Article Eighth, any class of Voting Stock outstanding shall be deemed to include any Voting
Stock deemed owned through application of paragraph (c) of this Section 7 but shaft not
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include any other securities of such class which may be issuabie pursuant to any agreement,
arrangement or understanding, or upon exercise of conversion rights, warrants or options, or
other-wise.

(a) "Affiliate" or "Associate" shall have the respective meanings ascribed to such terms in
Rule l2b-2 of the General Rules and Regulations under the Securities Exchange Act of 1934, as
In effect on January 1,1985.

NINTH. SECTION 1. Prevention ot Greemru//. Any direct or Indirect purchase or other
acquisition by the Corporation of any Voting Stock of any class from any Invested Stockholder at a
price In excess of the Market Price shall, except as hereinafter provided, require the affirmative vote
of the holders of at least a majority of the combined voting power of the Voting Stock, voting as a
single class, excluding any votes cast with respect to shares of Voting Stock beneficially owned by
such Interested Stockholder. Such affirmative vote shall be required notwithstanding the fact that no
vole may be required, or that a lesser percentage may be specified, by law In or any agreement with
any national securities exchange, or otherwise, but no such affirmative vote shaN be required with
respect to any purchase or other acquisition ol securities made as part of (a) a tender or exchange
offer by the Corporation to purchase securities of the same class made on the same terms to all
holders of such securities and complying with the applicable requirements of the United States
securities taws and the rate, and regulations thereunder, (b) the redemption of any shares of
Preferred Stock pursuant to the provisions of Article Fourth of this Certificate of Incorporation or any
Preferred Stock Designation, or (c) pursuant to an open-market purchase program conducted in
accordance with the requirements of Rule I0b-18 promulgated by the Securities and Exchange
Commission pursuant to the Securities Exchange Act of 1934, or any successor rule or regulation,

SECTION 2. Prevention ot SetfOea///)?. In addttfon to any action. Including any vote by
stockholders required by law or this Certificate of Incorporation, the approval or authorization of any
Sell-Dealing Transaction shall require either (a) the approval of a majority of Disinterested Directors
or (b) the aft,, mattve vote of the holders of at least a majority of the combined voting power of the
Voting Stock, voting together as a single dass, excludng any votes cast with respect to shares of
Voting Stock beneficially owned by an Interested Stockholder which Is directly or Indirectly a party,
or an Affiliate or Associate of which Is, directly or Indrectty, a party, to such Sett-Dealing
Transaction.

SECTION 3. Certain Definitions. For the purpose of this Article Ninth:

(a) A "person" shafl mean any Individual, firm, corporation or other entity.

(b) "Voting Stock" shall mean the outstanding shares of cavtal stock of the Corporation
entitled to vote generally In the election of Directors. In any vote required by or provided for in
this Article Ninth, each share ot Voting Stock shall have the number of votes granted to It
generally in the election of Directors.

(c) "Interested Stockholder" shad mean any person (other than the Corporation or any
Subskllary) who or which: . . . . . . .

{I) Is the beneficial owner, directly or Indirectly, of more than 5% of the outstanding
Voting Stock; or

(8) is an AflBlate of the Corporation and at any time within the two-year period
immediately prior to the dale in question was the beneficial owner, directly or indirectly, of
more than 5% of the outstanding Voting StocX; or

(IB) Is an assignee of or has otherwise succeeded to any Voting Slock of tha
Corporation which at any time within the two-year period Immediately prior to the date In
question was beneficially owned by any Interested Stockholder, if such assignment or
succession shall have occurred in the course of a transaction or series of transactions not
Involving a public offering within the meaning of the Securities Act of 1933.
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(d) A person shall be a "beneficial owner" of any shares ol Voting Stock:

(i) which such person or any of its Affiliates or Associates beneficially owns, directly or
indirectly; or

(II) which such person or any of its Affiliates or Associates has (a) the right to acquire
4 whether such right is exercisable immediately or only after the passaga of time), pursuant
to any agreement arrangement or understanding or upon the exercise of conversion rights,
exchange rights, warrants or options, or otherwise, or (b) the right to vote pursuant to any
agreement, arrangement or undc'standing; or

(IB) which is beneficially owned, directly or Indirectly, by any other person with which
such person or any of Us Affiliates or Associates had any agreement arrangement or
understanding for the purpose of acquiring, holding, voting or disposing of any Voting
Stock.

(e) In determining whether a person Is an Interested Stockholder pursuant to paragraph
(c) of this Section 3, any class of Voting Stock outstanding shall be deemed to include any
Voting Stock deemed owned through application of paragraph (d) of this Section 3 but shad not
inlcudtt any other securities of such class which may be Issuable pursuant to any agreement
arrangement or understanding, or upon exercise of conversion rights, warrants or options, or
otherwise.

(f) "Setf-Deallng Transaction" means any of the following transactions:

(I) any merger or consolidation of the Corporation or any Subsidiary with (a) any
Interested Stockholder or (b) any other corporation (whether or not Itself an Interested
Stockholder) which Is. or after such merger or consolidation would be, an Affiliate of an
Interested Stockholder: or

(8) any sale, lease, exchange, mortgage, pledge, transfer or other disposition (In one
transaction or a series of transactions) to or with any interested Stockholder or any Affiliate
of any Interested Stockholder of any assets of the Corporation or any Subsidiary having an
aggregate fair market value of $25.000,000 or more or any loan, advance, guarantee or
other financial assistance, including any tax credit or other tax advantages, to or with any
Interested Stockholder or any Affiliate of any Interested Stockholder which involves a
financial obligation or benefit of $25,000,000 or more; or

(iii) the issuance or transfer by the Corporation or any Subsidiary (in one transaction
or a series of transactions) of any securities of the Corporation or any Subsidiary to any
Interested Stockholder or any Affiliate of any Interested Stockholder in exchange for cash,
securities or other property (or a combination thereof) having an aggregate fair market
value of $25.000,000 or more; or

(tv) the adoption of any plan or proposal for the liquidation or dissolution of the
Corporation proposed by or on behalf of an Interested Stockholder or any Affiliate of any
Interested Stockholder; or

(v) any reclassificatlon of securities (including any reverse stock spat), or recapitali-
zation of the Corporation, or any merger or consoitoatfon of the Corporation with any of Its
Subsidiaries or any other transaction (whether or not with or Into or otherwise involving an
Interested Stockholder) which has the effect, directly or Indirectly, of increasing the
proportionate share of the outstanding shares of any class of Voting Stock of the
Corporation or any Subsidiary which is drectry or indirectly owned by any Interested
Stockholder or any AfNIate of any Interested Stockholder.

(g) "Affiliate" or "Associate" shall have the respective meanings ascribed to such terms In
Rule 12b-2 ol the General Rules and Regulations under the Securities Exchange Act of 1934, as
in effect on January 1,1985.
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(h) "Subsidiary" means any corporation of which a majority of any class of shares of such \
corporation entitled to vote generally in the election of directors is owned, directly or Indirectly,
by the Corporation; provided, however, that lor the purposes ol the definition of Interested
Stockholder set forth in paragraph (c) of this Section 3. the term "Subsidiary" shall mean only
a corporation of which a majority of the combined voting power of all snares of such corporation
entitled to vote generally in the election of directors Is owned, directly or indirectly, by the
Corporation.

11) "Disinterested Director" means any member of the Board of Directors of the
Corporation who is unaffiliated with the Interested Stockholder and was a member of the Board
of Directors prior to the time that the interested Stockholder became an Interested Stockholder,
and any successor of a Disinterested Director who is unaffiliated with the Interested Stockholder
and is recommended to succeed a Disinterested Director by a majority of Disinterested
Directors then on the Board of Directors.

U) "Market Price" means the average of the closing sales prices on the 20 regular trading
days Immediately preceding the date of any binding agreement to purchase shares of Voting
Stock of the class of Voting Stock In question on the Composite Tape for New York Stock
Exchange-Listed Stocks, or, if such class of Voting Stock Is not quoted on the Composite Tape,
on the New York Stock Exchange, or, if such class of Voting Stock is not listed on such
Exchange, on the principal United States securities exchange registered under the Securities
Exchange Act of 1934 on which such class of Voting Stock is listed, or, If such class of Voting
Stock Is not listed on any such exchange, the last closing bid quotations with respect to a share
of such class cf Voting Stock Immediately preceding the time to question on the National
Association of Securities Dealers, Inc., Automated Quotations System or any system then In use
(or .any other system of reporting or ascertaining quotations then available), or If such class ol
Voting Stock Is not so quoted, the fair market value at the time In question of such stock aa
determined by the Board of Directors in good faith.

SECTION 4. Powers ol the Board ot Directors. A majority of the Disinterested Directors, or, It
theire am no Disinterested Directors, a majority of the members of the Board of Directors then In
office, shall have the power to determine, for the purposes ot this Article Ninth, on the basis of
Information known to them, (a) whether a person Is an Interested Stockholder, (b) the number ot
shares of Voting Stock beneficially owned by any person, (c) whether a person Is an Affiliate or
Associate of another, and (d) whether the assets or financial obligations or benefits which are the
subject of any Self-Dealing Transaction have, or the consideration to be received for the Issuance or
transfer of securities by the Corporation or any Subsidy in any Self-Dealing Transaction has, an
aggregate fair market value of or Involve $25.000,000 or more. A majority of the Disinterested
Directors, or. if there are no Disinterested Directors, a majority o« the members of the Board of
Director!} than in office, shall have the further power to interpret all of the terms and provisions of this
Article Ninth.

SECTION 5. Amendment. Repeat, etc. Notwithstanding anything contained in this Certificate of
Incorporation or the By-Laws of the Corporation to the contrary, the alteration, change, amendment,
repeal or adoption of any provisions Inconsistent with this Article Ninth shaH require the affirmative
vote of the holders of a majority of the combined voting power of the outstanding Voting Stock,
excluding any votes cast with 'aspect to shares of Voting Stock beneficialy owned by any Interested
Stockholder, voting together as a single class, but in no event tess than the affirmative vote of 80% of
combined voting power of the outstanding shares of Voting Stock, including shares of Voting Stock
beneficially owned by any Interested Stockholder, voting together as a single class.

TENTH. The Corporation reserves the right to amend, alter, change or repeal any provision
contained In this Certificate of Incorporation, including in a Preferred Stock Designation, In the
manner now or hereafter prescribed by applicable law and this Certificate of Incorporation, including
any applicable Preferred Slock Designation, and all rights conferred upon stockholders herein are
created subject to this reservation.
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IN WITNESS WHEREOF, this Restated Certificate of Incorporation, which restates and in-
tegrates and does not further amend the provisions of the Corporation's Restated Certificate of
Incorporation, as heretofore amended or supplemented, there being no discrepancies between
those provisions and the provisions of this Restated Certificate of Incorporation, and having been
duly adopted by the Board of Directors of the Corporation In accordance with the provisions of
Section 245 of the General Corporation Law of the State of Delaware, has been executed on the 9th
day of October, 1987.

By:
JL P. KeMy, Swlor Vtot PrMMMri

.

•TO.
' ' " ' R a OTMO, Swntary
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STATE OF DELAWARE
SECRETARY OF STATE

DIVISION OF CORPORATIONS
FILED 10:00 AH 02/11/1993
930435382 - 201324S

RESTATED

CERTIFICATE OF INCORPORATION

OF

MAXUS ENERGY CORPORATION
(Originally incorporated under the name of

New Diamond Corporation on July 19, 1983)

FIRST. The name of the Corporation (the "Corporation") is Maxus Energy Corporation.

SECOND, The registered office of the Corporation in the State of Delaware is located at
Corporation Trust Center, 1209 Orange Street, in the City of Wilmington, County of New Castle.
The name of the Corporation's registered agent at such address is The Corporation Trust Company.

THIRD. The purpose of the Corporation is to engage in any lawful act or activity for which
corporations may be organized under the General Corporation Law of the State of Delaware.

FOURTH. The Corporation is authorized to issue two classes of capital stock, designated
Common Stock and Preferred Stock. The amount of total authorized capital stock of the Corporation
is 400,000,000 shares, divided into 300,000,000 shares of Common Stock, $1.00 par value, and
100,000,000 shares of Preferred Stock, $1.00 par value.

The Preferred Stock may be issued in one or more series. The Board of Directors is hereby
authorized to issue the shares of Preferred Stock in such series and to fix from time to time before
issuance the number of shares to be included in any series and the designation, relative powers,
preferences and rights and qualifications, limitations or restrictions of all shares of such series. The
authority of the Board of Directors with respect to each series shall include, without limiting the
generality of the foregoing, the determination of any or all of the following:

(a) the number of shares of any series and the designation to distinguish the shares of
such series from the shares of all other series;

(b) the voting powers, if any, and whether such voting powers are full or limited, in
such series;

(c) the redemption provisions, if any, applicable to such series, including the
redemption price or prices to be paid;

(d) whether dividends, if any, shall be cumulative or noncumulative, the dividend rate
of such series, and the dates and preferences of dividends on such series;

(e) the rights of such series upon the voluntary or involuntary dissolution of, or upon
any distribution of the assets of, the Corporation;



(0 the provisions, if any, pursuant to which the shares of such series are convertible
into, or exchangeable for, shares of any other class or classes or of any other series of the
same or any other class or classes of stock, or any other security, of the Corporation or any
other corporation, and price or prices or the rates of exchange applicable thereto;

(g) the right, if any, to subscribe for or to purchase any securities of the Corporation
or any other corporation;

(h) the provisions, if any, of a sinking fund applicable to such series; and

(i) any other relative, participating, optional or other special powers, preferences,
rights, qualifications, limitations or restrictions thereof;

all as shall be determined from time to time by the Board of Directors and shall be stated in said
resolution or resolutions providing for the issuance of such Preferred Stock (a "Preferred Stock
Designation").

$4.00 Cumulative Convertible Preferred Stock

The following is a statement of the powers, preferences, rights, qualifications, limitations and
restrictions of the Series, consisting of 4,565,017 shares, $1.00 par value, of the $4.00 Cumulative
Convertible Preferred Stock.

(A) Number of Shares. The number of shares which shall constitute this Series shall be
4,565,017, which number may be increased or decreased (but not below the number outstanding) from
time to time by the Board of Directors of the Corporation.

(B) Dividend Rate; Cumulative Date. The annual dividend rate payable on this Series shall
be $4.00 per share, cumulative to the extent not paid from September 15, 1983, and in each case
payable quarterly on March 15, June 15, September 15 and December 15 in each year, commencing
December 15, 1983.

(Q Redemption. The Corporation may, at the option of the Board of Directors, redeem the
whole or any part of the then-outstanding shares of this Series, at any time or from time to time, upon
notice duly given as hereinafter specified, at the following prices per share if redeemed during the 12-
month period beginning December 15 of the year indicated:

1982 $53.20 1986 $51.60
1983 52.80 1987 51.20
1984 52.40 1988 50.80
1985 52.00 1989 50.40

and thereafter at $50.00 per share, together in each case with a sum, for each share so redeemed,
computed at the rate of $4.00 per annum from and after the last regular quarterly payment date
applicable: to $4.00 Series C Cumulative Convertible Preferred Shares of Natomas Company,
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irrespective of whether such date precedes or follows the date of issuance of this Series, on which the
quarterly dividend was paid in full (the "Accrual Date"), to and including such date fixed for
redemption, less the aggregate of the dividends theretofore and on such redemption date paid on such
Series, but computed without interest; provided that unless provision has been made for payment in
full of dividends on all shares of outstanding Preferred Stock of the Corporation for all past dividend
periods and the current period, no sum shall be set aside for the redemption of any shares of this
Series nor shall any shares of this Series be purchased or otherwise acquired by the Corporation.

(D) Notice of Redemption. Notice of redemption of shares of this Series, as described in
division (C) hereof, shall be given as follows:

(1) Notice of every such redemption of shares of this Series shall be given by publication
at least once a week in each of two successive weeks in a newspaper printed in the English
language and customarily published on each business day and of general circulation in the city
in which the Corporation maintains its principal executive offices and in the Borough of
Manhattan, The City of New York, commencing at least 20 but not more than 60 days prior
to the date fixed for such redemption. Notice of every such redemption shall also be mailed
at least 20 but not more than 60 days prior to the date fixed for such redemption to the holders
of record of the shares so to be redeemed at their respective addresses as the same shall appear
on the books of the Corporation, but no failure to mail such notice nor any defect therein or
in the mailing thereof shall affect the validity of the proceedings for the redemption of any
shares so to be redeemed.

(2) In case of redemption of a part only of this Series at the time outstanding, the
redemption may be either pro rata or by lot The Board of Directors shall prescribe the
manner in which the drawings by lot or the pro rata redemption shall be conducted and, subject
to the provisions herein and in the Certificate of Incorporation contained, the terms and
conditions upon which the shares of this Series shall be redeemed from time to time.

(3) If such notice of redemption shall have been duly given by publication or if the
Corporation shall have given to the bank or trust company designated by the Corporation
pursuant to this subdivision (3) irrevocable authorization promptly to give or to complete such
notice of publication, and if on or before the redemption date specified therein the funds
necessary for such redemption shall have been deposited by the Corporation, in trust for the
pro rata benefit of the holders of the shares so called for redemption, with a bank or trust
company in good standing, designated in such notice, organized under the laws of the United
States of America or of the State of New York, doing business in the Borough of Manhattan,
The City of New York, having a capital, surplus and undivided profits aggregating at least
$5,000,000 according to its last published statement of condition, then, notwithstanding that
any certificate for shares so called for redemption shall not have been surrendered for
cancellation, from and after the time of such deposit, all shares so called for redemption shall
no longer be deemed to be outstanding and all rights with respect to such shares shall forthwith
cease and terminate, except only the right of the holders thereof to receive from such deposit
the funds so deposited, without interest, and the right to exercise on or before the close of
business on the date fixed for redemption, privileges of exchange or conversion, if any, not
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theretofore expiring. Any interest accrued on such funds shall be paid to the Corporation from
time to time.

(4) Any funds so set aside or deposited by the Corporation which shall not be required
for such redemption because of the exercise of any right of conversion or exchange subsequent
to the date of such deposit shall be released or repaid to the Corporation. Any funds so set
aside or deposited, as the case may be, and unclaimed at the end of six years from such
redemption date shall be released or repaid to the Corporation, after which the holders of the
shares so called for redemption shall look only to the Corporation for payment thereof.

(5) In connection with any redemption of shares of this Series, the Corporation may
arrange for the purchase and conversion of any shares of this Series by an agreement with one
or more investment banking firms or other purchasers to purchase such shares by paying to or
for the account of the holders thereof on or before the close of business on the date fixed for
such redemption an amount not less than the redemption price (plus accrued and unpaid
dividends) payable by the Corporation on redemption of such shares. Any shares of this Series
tendered by the holders thereof for redemption or not duly surrendered for conversion or
deemed converted by the holders thereof prior to the close of business on the date fixed for
redemption shall be deemed acquired by such purchasers from such holders immediately prior
to the close of business on the date fixed for such redemption and surrendered by such
purchasers for conversion pursuant to such agreement, subject to payment of the amount
indicated above. Such amount shall be deposited, in trust for the pro rata benefit of the holders
of shares of this Series entitled thereto, with a bank or trust company described in subdivision
(3) of this division, and such deposit shall in all respects be treated as though made by the
Corporation pursuant thereto.

(6) If the Market Value of the Conversion Unit (as hereinafter defined) on the date fixed
for the redemption of shares of this Series is at least equal to 120% of the amount payable in
respect of each share of this Series upon such redemption in accordance with division (C)
hereof, then shares of this Series not duly surrendered for conversion by the holders thereof
prior to the close of business on Che date fixed for redemption shall nevertheless be deemed to
be converted by such holders into shares of Common Stock pursuant to division (H) hereof
immediately prior to such time; provided, however, that no certificates for Common Stock
issuable upon such conversion shall be issued to any holder of shares of this Series so
converted or dividends paid or other distributions made on the Common Stock so issued to
such holder unless and until such holder shall surrender to the Corporation the certificates for
the shares of this Series so converted. Upon such surrender, there shall be paid to the holder
of such certificates the aggregate amount of dividends and other distributions that but for the
provisions hereof would have been paid by the Corporation with respect to the Common Stock
issued on such conversion, but without interest thereon. Until certificates representing shares
of this Series have been so surrendered such certificates shall be deemed for all corporate
purposes, other than the payment of dividends or distributions, to evidence ownership of the
Common Stock issued upon conversion of such shares. For purposes of this subdivision (6),
the "Conversion Unit" at any time shall be deemed to be the number of shares of Common
Stock into which each share of this Series then may be converted, as provided in division (H)
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hereof, and the "Market Value of the Conversion Unit* on any date fixed for the redemption
of .shares of this Series shall be deemed to be the amount determined by multiplying (i) the
Conversion Unit on such date by (ii) the closing price per share of Common Stock on such
date, determined as provided in subdivision (3) of division (H) hereof.

(E) Liquidation. The amount which shall be paid to the holders of shares of this Series in the \
event of any voluntary or involuntary total liquidation, dissolution or winding up of the Corporation |
shall tie $50.00 per share on each outstanding share of this Series, plus in respect of each share of this !
Series a sum computed at the rate of $4.00 per annum from and after the Accrual Date, to and ;
including the date fixed for such payment, less the aggregate of dividends theretofore paid thereon, '
but computed without interest. j

(F) Ratable Treatment. In the event that the amounts payable in accordance with division (E)
hereof are not paid in full, each share of this Series shall, together with outstanding shares of all other
series of Preferred Stock of the Corporation, share ratably, without priority of one series over the
other, in the payment of dividends, including accumulations, if any, in the proportion that the amount
of dividends, including accumulations, if any, then payable on each share bears to the aggregate of
such amounts then payable on all Preferred Stock of the Corporation and in any distribution of assets
other than by way of dividends in the proportion that the sum payable on each share bears to the
aggregate of the amounts so payable on all shares of Preferred Stock of the Corporation.

(G) Limitation on Dividends. So long as any of the shares of this Series shall remain
outstanding, no dividend whatever shall be paid or declared, and no distribution made, on any junior
share:;, other than a dividend payable solely in junior shares, nor shall any junior shares be acquired
for a consideration by the Corporation or by any company a majority of the voting shares of which
is owned by the Corporation, unless all dividends on the shares of this Series accrued for all past
quarterly dividend periods shall have been paid and the full dividends thereon for the then current
quarterly dividend period shall have been paid or declared and duly provided for.

(H) Conversion Rights. The terms upon which the holders of shares of this Series may
convert the same into shares of any other class or classes are as follows:

(1) Subject to the provisions for adjustment hereinafter set forth and to the provisions
of the division (D) hereof, each of the shares of this Series shall be convertible, at the option
of the holder, upon surrender to any Transfer Agent for such shares or to the Corporation if
no such Transfer Agent exists, of the certificate for the share to be converted, into 1.2280 fully
paid and non-assessable shares of Common Stock of the Corporation. The right to convert
shares of this Series called for redemption shall terminate at the close of business on the date
fixed for redemption, unless the Corporation shall default in the payment of the redemption
price determined as provided in division (C) hereof; upon conversion of any shares of this
Series, no allowance or adjustment shall be made for dividends on either class of shares, but
nothing in this subdivision shall relieve the Corporation from its obligation to pay any
dividends which shall have been declared and shall be payable to holders of shares of this
Series of record as of a date prior to such conversion even though the payment date for such
dmdend is subsequent to the date of conversion.

-5-




